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EDITORIAL 


Taxes  and  Property  Managers 


Most  of  the  intelligent  people  who  have  followed  the 
trend  of  government  in  the  past  few  years  realize 
that  the  manifold,  extra-curricular  activities  under¬ 
taken  by  local,  State,  and  Federal  agencies  Involve  heavy 
cost.  In  all  Instances  this  cost  must  be  borne  by  Increased 
taxes. 

Property  managers  who  have  been  struggling  during  re¬ 
covery  years  to  eke  out  increased  net  return  for  their  own¬ 
ers  or  security  holders  are  finding  their  ultimate  results 
thwarted  by  Increases  In  real  estate  taxes  which  In  many 
cases  entirely  erase  gains  from  higher  operating  Income  and 
more  efRcIent  handling  of  operating  expense.  For  this 
reason  taxes  become  a  major  Issue  In  property  manage¬ 
ment. 


We  should  not,  as  many  have  In  the  past,  set  out  to  change 
a  major  trend  In  governmental  activity.  Our  trouble  lies 
not  principally  In  the  cost  of  government  but  rather  In  the 
percentage  of  that  cost  borne  by  our  struggling  properties. 
It  Is  to  the  end  of  bringing  about  a  reduction  of  this  per¬ 
centage  that  we  urge  the  nation's  property  managers  to 
devote  their  energies  In  their  own  local  situation. 
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Creating  New  Values  Through  Rehabilitation 

By  Duerson  Knight 


Rehabilitation,  which  in  the  modern 
concept  generally  includes  moderni¬ 
zation,  seems  to  have  magical  powers 
when  applied  to  real  estate.  A  rundown, 
obsolete,  and  unattractive  old  building 
suddenly  has  its  face  lifted,  its  interior 
organization  revamped,  and  confronts  the 
world  with  a  new  and  fetching  personality 
which  attracts  immediate  attention.  This 
change  entices  both  new  and  old  tenants 
who  are  looking  for  the  better  things  of 
life  and  are  able  to  pay  for  them. 

The  records  of  the  buildings  which  have 
undergone  a  program  of  rehabilitation  and 
modernization  definitely  indicate  that  new 
values  have  been  created,  when  such  a  pro¬ 
gram  has  been  applied  to  the  right  type  of 
property.  The  magical  part  of  the  process 
is  purely  illusionary,  and  success  is  based 
entirely  upon  the  strict  observation  of  cer¬ 
tain  definite  rules  and  regulations.  These 
rules  and  regulations  are  simple  and  funda¬ 
mental  in  character,  but  failure  to  follow 
them  is  indeed  dangerous. 

The  Neighborhood 

One  of  the  first  rules  in  the  successful 
creation  of  new  values  by  rehabilitation 
and  modernization  is  to  make  an  analysis 
or  survey  of  the  neighborhood  or  district 
in  which  the  property  under  consideration 
is  located.  It  is  hazardous  and  economic¬ 
ally  unsound  to  invest  a  considerable  sum 
of  money  in  the  rehabilitation  and  modern¬ 
ization  of  a  property  unless  the  neighbor¬ 


hood  or  district  in  which  it  is  located  war¬ 
rants  such  an  investment.  Those  neighbor¬ 
hoods  in  which  the  t5T)e  of  population  is 
established,  or  is  changing  for  the  better, 
yield  the  best  results  from  an  investment 
of  this  character.  Generally  speaking, 
neighborhoods  or  areas  which  are  retro¬ 
grading  or  will  be  affected  or  are  threat¬ 
ened  by  the  influx  of  an  undesirable  popu¬ 
lation  should  be  eliminated  where  possible, 
inasmuch  as  it  takes  a  number  of  years  for 
rehabilitation  with  modernization  to  pay 
out  its  full  measure  of  worth,  and  a  large 
part  or  all  of  the  investment  might  be  lost 
by  the  lowered  values  brought  about  by  the 
change  for  the  worse. 

In  addition  to  the  population  trends, 
transportation,  schools,  and  churches 
should  influence  the  type  and  character  of 
the  rehabilitation  program.  There  is  a  close 
relationship  between  the  size  of  the  re¬ 
modeled  units  and  the  transportation  facil¬ 
ities.  It  is  fairly  axiomatic  that  the  closer 
a  building  is  located  to  good  transportation 
to  the  central  business  district  of  the  city, 
the  smaller  the  units  should  be  after  the 
building  has  been  modernized.  In  general, 
a  building  located  close  to  rapid  service  to 
the  business  district  should  be  remodeled 
into  units  of  one,  two,  three,  or  four-room 
apartments  for  the  greatest  success ; 
whereas,  buildings  located  less  advantage¬ 
ously  to  transportation,  but  close  to  schools 
and  churches,  can  be  successfully  re¬ 
modeled  into  larger  units  because  of  the 
influence  of  families  with  children. 
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An  Analysis  of  the  Building 
If  the  district  being  surveyed  success¬ 
fully  passes  these  simple  tests,  a  survey 
and  analysis  of  the  building  is  in  order. 
A  careful  study  should  be  made  of  its 
physical  condition.  This  will  include  both 
the  interior  and  exterior  and  will  necessi¬ 
tate  carefully  drawn  floor  plans  of  the  pres¬ 
ent  apartment  layouts.  It  is  tremendously 
important  to  know  the  exact  condition 
which  exists  in  the  building  in  order  that 
no  hidden  items  of  expense  will  crop  up  to 
the  detriment  of  the  program  at  a  later 
date.  Such  an  analysis  must  necessarily 
include  every  element  of  the  building  from 
the  roof  and  parapet  walls  to  the  basement 
and  boiler  room.  It  must  include  the  land¬ 
scaping  and  the  setting  of  the  building  in 
its  relation  to  the  neighboring  buildings.  It 
should  include  doors,  vestibules,  stairhalls, 
corridors,  laundries,  and  other  public 
space.  The  floor  plans  must  be  studied  with 
great  care  to  insure  that  the  units  result¬ 
ing  from  the  rehabilitation  with  moderni¬ 
zation  will  be  of  the  type  in  greatest  de¬ 
mand  in  the  neighborhood.  A  further 
study  should  be  made  of  the  vacancies 
which  have  existed  in  the  building,  with 
special  attention  to  those  tiers  of  apart¬ 
ments  which  have  shown  an  unusually  high 
percentage  of  vacancies  over  a  period  of 
time.  Uncollected  or  delinquent  rents 
should  be  analyzed  and  an  effort  be  made  to 
ascertain  if  there  is  a  relationship  between 
the  delinquent  rent  and  the  character  of 
tenantry  in  the  building. 

The  Cost  of  Rehabilitation 
If  the  building  is  architecturally  and 
structurally  adapted  to  a  rehabilitation  or 
modernization  program,  the  next  step  is 
an  analysis  of  the  cost  of  such  a  program, 
item  by  item,  in  relationship  to  the  possible 
increase  of  income.  As  the  analysis  de¬ 
velops,  it  should  be  manifest  that  there  are 
two  elements  so  interwoven  in  such  a  re¬ 


habilitation  program  that  they  are  almost 
impossible  of  separation. 

The  first  of  these  elements  consists  of 
the  simple  repair  or  restoration  of  the 
building  to  approximately  the  original  con¬ 
dition  in  which  it  found  itself  when  built. 
A  considerable  portion  of  the  expense  of 
the  restoration  aspect  of  the  rehabilitation 
will  have  no  direct  influence  upon  rental 
values,  although  it  may  have  some  indirect 
influence.  An  example  of  this  would  be 
the  matter  of  a  faulty  and  leaking  roof. 
A  new  roof  would  cost  a  considerable  sum 
of  money  and  would  not  increase  the  rental 
values  of  apartments  in  any  measurable 
amount.  Continual  leaking  of  the  roof 
might  make  discontented  tenants  in  those 
apartments  where  they  were  subjected  to 
stained  and  damaged  ceilings  or  falling 
plaster.  However,  until  this  condition  be¬ 
comes  very  bad,  it  is  doubtful  whether  or 
not  any  measure  could  be  made  of  a  rent 
increase  by  virtue  of  the  installation  of 
the  new  roof.  When  tenants  rent  apart¬ 
ments  they  assume  that  they  will  receive 
protection  from  the  elements,  and  even 
tenants  living  in  apartments  which  have 
leaking  roofs  assume  that  adequate  repairs 
will  be  made  and  do  not  attempt  to  force 
rent  reductions  because  of  roof  leaks.  They 
sometimes  move  out  and  leave  the  building 
with  a  vacant  apartment;  therefore,  such 
an  item  is  one  that  must  be  considered  even 
though  it  cannot  be  measured.  The  same 
thing  is  applicable  to  rear  porches  and 
stair  repairs,  tuckpointing,  etc.  The  tenant 
assumes  that  they  will  be  repaired  and  does 
not  insist  upon  lower  rent  because  they 
need  attention. 

The  other  element  which  is  interwoven 
with  the  restoration  part  of  the  program  is 
the  use  of  such  sound  methods  of  repair 
that  they  will  prevent  the  building  from 
suffering  from  undue  depreciation  and 
higher  maintenance  costs  in  the  future. 
For  instance,  the  same  roof  which  was 
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leaking  and  causing  tenant  discontent  as 
well  as  damage  to  the  interior  of  the  build¬ 
ing  could  be  patched  from  time  to  time  in¬ 
stead  of  recoating  or  entire  reroofing.  Each 
patch  apparently  would  be  a  considerable 
saving  over  the  cost  of  a  new  roof,  but  it 
would  be  soon  found  that  the  cost  of  the 
patches  plus  the  repair  to  plaster  and  dec¬ 
orating  would,  in  a  very  short  time,  be 
greater  than  the  cost  of  a  new  roof.  Thus, 
the  entire  cost  of  a  new  roof  or  more  would 
have  been  spent  on  patching  and  repairs 
without  the  building  having  received  the 
protection  afforded  by  a  new  roof. 

Back  porches  could  be  repaired  by  leav¬ 
ing  the  old  rotten  wood  in  place  and  merely 
nailing  new  supporting  members  along 
side  of  it,  but  it  would  be  only  a  very  short 
time  before  the  decay  would  spread  and 
thus  necessitate  a  much  increased  expense 
over  the  original  rehabilitation  cost  to  put 
them  into  a  good  safe  state  of  repair.  A 
further  temporary  saving  could  be  made 
on  rear  porches  by  neglecting  to  paint  or 
prime  the  new  woodwork.  If  new  wood¬ 
work  is  left  exposed  to  the  elements  with¬ 
out  the  protection  of  paint,  it  is  only  a  very 
short  time  before  it  begins  to  rot  and  must 
be  replaced.  It  is  far  less  expensive  to 
paint  than  replace  woodwork. 

These  are  only  a  few  of  the  many  prob¬ 
lems  in  the  rehabilitation  of  the  building 
which  can  be  either  treated  from  a  reason¬ 
ably  long  term  viewpoint  or  from  the  view¬ 
point  of  merely  covering  up  the  obvious 
defects.  Of  course,  the  economic  method 
is  to  do  the  work  in  such  a  way  as  to  cause 
the  minimum  total  expense  over  the  long¬ 
est  period  of  time.  Thus,  the  approach  to 
the  rehabilitation  problem  of  any  particu¬ 
lar  building  should  be  from  a  sound  and 
common  sense  basis.  This  naturally  in¬ 
volves  the  ownership  in  an  expensive  pro¬ 
gram  which  by  mere  replacement  alone 
would  apparently  not  justify  itself  by  in¬ 
creased  rentals.  The  yardstick  of  measure¬ 


ment  is  not  only  increased  rentals  but  also 
low  maintenance  costs  during  the  years  to 
come. 

A  Typical  Rehabilitation  Program 

Perhaps  the  best  way  of  illustration 
would  be  by  an  example  of  the  results  ob¬ 
tained  from  the  rehabilitation,  plus  some 
modernization,  in  a  typical  Chicago  three- 
story,  walkup  apartment  building. 

The  Neighborhood  or  District:  A  survey 
of  the  neighborhood  or  district  in  which 
the  property  was  located  showed  that  it 
had  a  good  stable  population,  not  threat¬ 
ened  by  the  encroachment  of  undesirable 
elements,  and  there  were  indications  that 
it  probably  would  improve  rapidly  with 
better  economic  conditions.  The  district 
was  well  supplied  with  local  transporta¬ 
tion;  churches  and  schools  were  conven¬ 
iently  located,  and  a  number  of  families 
with  children  were  residents  of  the  dis¬ 
trict.  The  neighborhood  unquestionably 
merited  and  warranted  a  reasonable  in¬ 
vestment  in  rehabilitation  and  modern¬ 
ization. 

The  Building:  A  survey  of  the  building 
itself  and  a  study  of  the  floor  plans  re¬ 
vealed  apartments  of  four  and  five  rooms, 
and  it  was  noted  that  no  structural  changes 
would  be  necessary  in  order  to  make  units 
of  such  size  in  splendid  demand  in  this 
neighborhood.  No  records  were  avail¬ 
able  of  the  previous  vacancies  in  the  build¬ 
ing  which  would  have  given  a  warning  of 
any  tiers  of  apartments  that  had  been  dif¬ 
ficult  to  rent,  which  should  be  carefully 
analyzed  for  the  solution  of  the  question 
of  out-of-the-ordinary  vacancy. 

At  the  time  the  building  was  taken  over, 
there  were  two  non-income  producing 
apartments  and  five  tenants  who  were  de¬ 
linquent  in  rent.  It  was  evident  that  the 
delinquent  rents  were  a  product  of  the  run¬ 
down  condition  of  the  property.  This  was 
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not  “tenement”  property,  but  neglect  was 
evident  everywhere. 

An  inspection  starting  at  the  top  of  the 
building  revealed  that  the  mortar  on  the 
parapet  walls  was  so  washed  out  that  it 
was  an  easy  matter  to  insert  the  fingers  of 
the  hand  as  far  up  as  the  palm  in  many 
places.  The  condition  of  the  mortar  was 
so  rotten  that  it  necessitated  cutting  out 
and  tuckpointing  solid  the  entire  inside  of 
the  parapet  walls,  which  were  in  danger  of 
falling.  The  tile  copings  were  either 
broken  or  loose  and  had  to  be  replaced  and 
reset.  The  chimney  needed  solid  tuckpoint¬ 
ing  to  forestall  its  collapse.  The  roof  was 
dried  out,  and  the  felts  and  fiashings  gone, 
and  it  was  leaking  in  many  places,  necessi¬ 
tating  a  complete  new  roof.  The  gutters 
and  down  spouts  were  so  rusted  through 
that  they  were  entirely  replaced.  The  ex¬ 
terior  walls,  especially  under  the  window 
sills,  required  a  large  amount  of  tuckpoint¬ 
ing.  The  rear  porches  needed  painting  and 
contained  much  decayed  wood,  requiring 
replacement.  The  wooden  window  frames 
and  sashes  were  in  need  of  repair  and 
paint.  The  front  entrance  doors  were  al¬ 
most  bare  of  varnish  and  required  remov¬ 
ing  and  refinishing.  The  lawns  and  shrub¬ 
bery  around  the  building  were  practically 
nonexistent  from  neglect. 

The  interior  of  the  building  was  in  prac¬ 
tically  the  same  condition  as  the  exterior. 
The  boiler  was  in  urgent  need  of  a  new 
bottom  and  new  flues,  and  the  return  pipe 
leaked  so  badly  that  there  was  great 
danger  that  the  boiler  might  run  dry.  It 
required  constant  attention  from  the  jan¬ 
itor  whose  time  should  have  been  devoted 
to  his  other  duties.  The  public  space  was 
in  need  of  redecoration.  The  paper  on  the 
stairhalls  was  dirty  and  unkept,  and  the 
mail  boxes  were  disreputable  in  condition 
and  appearance. 

The  apartments  themselves  were  in 
keeping  with  the  rest  of  the  building.  The 


calcimined  ceilings  and  closets  had  been 
“topped”  time  and  again,  and  the  calci¬ 
mine  was  peeling  away  from  the  plaster. 
The  walls  were  covered  with  many  layers 
of  cracking  and  peeling  wall  paper.  The 
window  stops  were  loose,  and  the  wood 
trim  was  breaking  away  from  the  walls. 
Door  openings  were  in  urgent  need  of 
squaring  up.  A  low  picture  moulding  run¬ 
ning  around  the  rooms  just  above  the  top 
of  the  door  frames  dated  the  building  as 
middle-aged  as  effectively  as  a  birth  cer¬ 
tificate.  The  floors  were  dark  with  an  ac¬ 
cumulation  of  alternate  layers  of  dirt  and 
varnish. 

Surprising  as  it  may  seem,  the  bath¬ 
rooms  had  built-in  tubs,  although  the  walls 
were  of  plaster  and  there  were  no  showers. 
Some  of  the  lavatories  were  in  good  con¬ 
dition  and  did  not  need  replacing.  The  fix¬ 
tures  of  the  bathroom  had  been  installed 
for  the  most  part  by  tenants  and  were  of 
all  shapes  and  kinds,  except  in  the  vacant 
apartments  where  holes  in  the  woodwork 
and  plaster  revealed  the  natural  instinct 
of  the  tenants  to  take  along  that  which  be¬ 
longed  to  them  regardless  of  what  condi¬ 
tion  it  left  the  bathrooms.  In  the  kitchens 
the  lower  part  of  the  walls  was  painted 
with  the  upper  and  ceilings  calcimined. 
The  stoves  were  badly  in  need  of  replace¬ 
ment,  but  the  electric  refrigerators  were  in 
good  condition.  A  number  of  the  sinks  had 
the  enamel  worn  away  to  the  black  iron 
base,  and  practically  none  had  mixing  fau¬ 
cets.  Of  course,  there  was  no  linoleum  on 
the  kitchen  floors. 

In  an  age  of  floor  lamps,  there  was  but 
one  outlet  in  the  living  room  and  none  in 
the  bedrooms.  Tenants  were  using  double 
and  triple  sockets  in  the  one  outlet,  and 
wires  ran  in  every  direction  along  the 
floors.  Old  chain  drop  fixtures  featured  the 
bedroms,  bathrooms,  and  kitchens.  The 
window  shades  were  cracked  and  dirty  and 
needed  complete  replacement. 
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The  survey  of  the  physical  condition  of 
the  building  left  no  doubt  that  a  very 
considerable  sum  of  money  must  be  spent 
on  the  property  just  to  put  it  in  a  state 
of  good  repair.  No  small  part  of  this  sum 
would  be  spent  on  such  items  as  the  boiler, 
roof,  rear  porches,  tuckpointing,  etc., 
which  must  be  repaired  to  prevent  collapse, 
breakdown,  or  extraordinary  depreciation, 
and  the  expenditure  would  not  be  reflected 
at  all  in  increased  income.  Another  even 
more  considerable  sum  must  be  expended 
to  put  the  building  back  into  its  original 
condition  before  it  was  allowed  to  become 
so  completely  run-down.  This  latter  sum 
would  be  reflected  in  rental  increases,  and 
the  building  was  set  up  on  the  basis  of 
simple  rehabilitation  without  moderniza¬ 
tion. 

The  tabulation  of  the  cost  necessary  to 
recondition  the  building  amounted  to  an 
alarming  sum.  A  careful  survey  and  study 
of  the  neighborhood  and  competitive  build¬ 
ings  soon  revealed  the  fact  that  after  the 
buildings  and  apartments  had  been  put  in 
a  state  of  repair  and  the  latter  redecorated 
in  an  ordinary  manner,  a  rent  increase  of 
only  $2.50  a  month  per  apartment  could 
be  anticipated.  Thus,  the  anticipated  in¬ 
crease  in  income  would  amount  to  only 
about  $810  a  year.  This  did  not  make  a 
very  attractive  showing  when  the  costs  to 
accomplish  it  were  considered.  There  was 
an  expenditure  of  $4,778  necessary  to  re¬ 
condition  the  building  without  any  con¬ 
sideration  of  the  apartments  themselves. 
Ordinary  repairs,  replacements,  and  dec¬ 
orating  in  the  apartments  would  involve 
an  expenditure  of  an  additional  $6,762. 
The  sum  of  $10,640  would  be  expended  to 
rehabilitate  the  building  and  create  new 
values  which  would  increase  the  income 
only  about  $810  a  year. 

The  figure  $10,640  was  arrived  at  by 
deducting  the  cost  of  one  year’s  ordinary 
decorating  from  $11,540,  which  was  the 


total  cost  of  repairs  necessary  on  both  the 
building  and  the  apartments.  This  is  a 
legitimate  deduction  because  the  yearly 
decorating  expense  is  a  part  of  operating 
expense  and  not  a  part  of  rehabilitation. 
While  it  was  granted  that  no  inconsid¬ 
erable  portion  of  this  sum  of  money  would 
be  put  in  repairs,  which  would  not  influ¬ 
ence  rental  income,  it  still  did  not  look  like 
an  especially  attractive  investment  from 
the  owners’  viewpoint.  It  was  equally  ob¬ 
vious  that,  because  the  owners  had  to 
expend  this  large  sum  on  the  building 
whether  they  wanted  to  or  not,  some  way 
or  means  had  to  be  developed  to  further 
increase  values  in  order  that  the  income 
would  reach  a  point  where  the  investment 
would  be  sufficiently  attractive  to  make  the 
owners  not  only  willing  but  eager  to 
make  it. 

Thus,  if  the  sound  program  of  putting 
the  building  back  together  and  into  a  good 
rentable  condition  did  not  appear  to  be 
enough  to  bring  about  value  and  rent  in¬ 
creases  sufficiently  great  to  justify  the 
owners  to  make  a  further  investment  in 
the  property  above  that  which  was  already 
in  it,  something  more  spectacular  had  to 
be  done.  It,  however,  could  be  spectacu¬ 
lar  only  in  the  sense  of  being  different 
from  the  condition  that  existed  in  the 
building.  It  could  not  be  faddy  or  untried — 
but  sound  and  proven. 

The  Interior  Finish:  The  first  step  was 
of  a  relatively  unusual  nature  when  seen 
against  the  rather  somber  background  of 
the  old  building.  Bone  white  instead  of 
dark  mahogany  woodwork  was  the  key  to 
the  situation.  All  the  dark  trim  and  wood¬ 
work  except  the  window  sashes  and  sills 
were  enameled  and  the  redecoration  of  the 
apartments  worked  out  according  to  Baird 
&  Warner  specifications,  carefully  follow¬ 
ing  the  principle  of  better  materials,  work¬ 
manship,  and  superior  selection  of  colors. 
The  whole  success  or  failure  of  the  program 
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depended  upon  the  appeal  of  the  building 
and  the  apartments  to  tenants.  All  apart¬ 
ments  were  sufficiently  colorful  to  be 
striking  but  still  contained  that  all-impor¬ 
tant  element  called  “universality  of  ap¬ 
peal.”  Women  liked  the  decorating  suffi¬ 
ciently  to  induce  their  husbands  to  rent 
the  apartments  at  higher  rents.  Such  dec¬ 
orative  schemes  had  been  previously 
worked  out  with  the  help  of  competent  and 
expert  advice,  and  a  long  experience  in 
the  renting  of  apartments  had  proved 
them  very  effective.  Time  had  revealed 
that  it  cost  no  more  to  do  good  decorating 
with  first-class  workmanship,  materials, 
and  sound  color  selections  than  it  did  to 
do  inferior  decorating  over  a  period  of 
years,  and  good  decorating  had  the  great¬ 
est  appeal  to  the  largest  number  of  people. 

Carefully  selected  colors  were  used  in 
the  kitchens,  bathroon^s,  and  bedrooms. 
The  colors  were  clear,  clean  pastels,  always 
uniform  and  correct  because  they  were  fac¬ 
tory  mixed  and  properly  selected — not  the 
result  of  the  effort  of  individual  painters 
to  create  a  pleasing  color.  All  other  walls 
were  of  a  neutral  color  background  for 
the  furniture  and  draperies.  The  bedroom 
papers  were  selected  by  an  expert  and  in¬ 
corporated  in  a  book  for  the  use  of  the 
painters.  Poor  papers  or  inferior  pat¬ 
terns  were  eliminated  from  this  book  which 
the  painters  were  required  to  use  exclu¬ 
sively. 

Wall  paper  could  have  been  used,  but 
future  maintenance  economy  demanded 
consideration  of  prepainted  canvas  as  a 
wall  covering  for  the  living  rooms,  dining 
rooms,  reception  and  long  halls.  This  cost 
between  two  and  three  times  as  much  as 
wall  paper,  but  it  could  be  washed  and 
starched  repeatedly  over  a  period  of  years 
and  then  could  be  repainted  as  other  can¬ 
vassed  walls  when  necessary.  Its  instal¬ 
lation  made  a  permanent  improvement  in 
the  building,  inasmuch  as  it  would  not  re¬ 


quire  periodical  removal  as  does  paper,  it  i 
could  be  readily  repaired,  and  it  preserved 
the  plastered  walls.  Its  installation  would  | 
save  its  excess  original  cost  many  times 
over  during  the  life  of  the  building. 

The  use  of  bone  white  woodwork  and 
proper  decorating  automatically  put  the 
apartments  into  a  higher  category  which 
invited  discriminating  tenants  who  re¬ 
quired  sufficient  base  plugs  and  attractive 
electric  fixtures.  They  also  required  lino¬ 
leum  on  the  kitchen  and  pantry  floors  and 
table  top  stoves  instead  of  the  console  type. 
The  question  now  arose — what  would  the 
changes  and  additions  cost  over  and  above 
the  figure  necessary  to  restore  the  apart¬ 
ment  to  its  original  condition  and,  equally 
important,  what  would  they  bring  in  addi¬ 
tional  rent? 

The  enameling  of  the  dark  woodwork 
could  be  done  at  a  cost  of  about  $60  an 
apartment  and  would  increase  the  rental 
income  $2.50  a  month,  or  $30  a  year  on 
each  apartment.  The  use  of  better  work¬ 
manship  and  materials  and  the  proper 
selection  of  pleasing  colors  in  decorating 
would  cost  little  more,  if  any,  than  the  usual 
apartment  decorating.  The  difference  in 
cost  between  the  ordinary  console  type  and 
the  new  table  top  stove  would  not  exceed 
$10.  The  linoleum  on  the  kitchen  and 
pantry  floors  would  amount  to  about  $25. 
New  electrical  fixtures  and  outlets  would 
involve  an  expense  of  approximately  $25. 

It  had  been  our  experience  that  the  lino¬ 
leum,  new  fixtures,  and  table  top  stove,  to¬ 
gether  with  the  white  woodwork,  which 
would  involve  an  extra  expenditure  of  $120, 
would  increase  the  rentability  of  the  apart¬ 
ment  a  minimum  of  $5.00  a  month,  or 
$60.00  a  year  over  and  above  the  rent 
which  could  be  obtained  from  the  same 
apartment  restored  to  good  condition  but 
not  so  treated.  Thus,  an  apartment  which 
rented  at  $32.50  would  rent  for  $35  a 
month  after  it  had  been  restored  to  the 
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j  condition  in  which  it  was  originally  at  the 
time  the  building  was  built  and  would  have 
I  a  further  increase  in  rent  of  $5.00,  giving 
;  a  total  of  $40.00  a  month  by  the  additional 
expenditure  of  $120  to  enamel  the  dark 
woodwork,  install  table  top  stoves  and  new 
electric  fixtures,  and  lay  linoleum  in  the 
pantries  and  kitchens. 

Such  an  increase  was  predicated  upon 
the  supposition  that  the  dilapidated  and 
run-down  apartments  were  restored  to 
good  condition,  even  though  it  might  mean 
the  removal  of  all  the  paper  on  the  walls, 
the  washing  and  scraping  olf  of  calcimine 
on  the  ceilings  and  clothes  closets,  the  re¬ 
pairing  and  patching  of  broken  plaster,  the 
nailing  back  and  repairing  of  trim  and 
woodwork,  the  tightening  of  window  stops 
and  the  replacement  of  broken  cords,  the 
replacement  of  curtain  rods  and  the  clean¬ 
ing  or  replacement  of  window  shades,  the 
sanding  and  refinishing  of  floors,  and  the 
replacement  of  worn  out  stoves  and  plumb¬ 
ing  and  bathroom  fixtures,  such  as,  flush 
tanks,  lavatories,  medicine  cabinets,  and 
kitchen  sinks  where  needed.  It  was  also 
predicated  upon  the  apartment  being  re¬ 
decorated  adequately  and  completely.  It, 
however,  did  not  contemplate  the  use  of 
*  painted  canvas  either  in  the  program  to  re¬ 
store  the  building  to  its  original  condition 
or  in  the  modernization  part  of  the  pro¬ 
gram  to  increase  the  rental  values.  The 
painted  canvas,  although  decorative  and  at¬ 
tractive,  had  no  appeal  to  the  tenants  over 
and  above  that  of  wall  paper,  and  its  use 
was  primarily  for  economy  and  the  reduc¬ 
tion  of  maintenance  costs. 

Experience  with  wall  papered  apart¬ 
ments  had  revealed  the  sad  fact  that  if  a 
tenant  moved  out  of  an  apartment  after 
only  one  year's  occupancy,  it  was  fre¬ 
quently  impossible  to  restore  the  apartment 
to  a  condition  attractive  to  new  tenants 
without  repapering  practically  every  room. 
This  was  due  to  the  fact  that  the  wall  paper 


faded  and  left  dark  spots  on  the  walls 
wherever  pictures  and  other  objects  hung 
and  sheltered  it  from  the  light.  Nails  on 
which  pictures,  etc.  hung  left  holes  which, 
to  an  alarming  degree,  showed  up  on  wall 
paper  in  the  vacant  apartments.  It  was  im¬ 
possible  to  remove  the  shadows  from  the 
fading  paper  or  repair  the  nail  holes  in  a 
satisfactory  manner.  Thus,  in  an  ordinary 
market,  incoming  tenants  demanded  re¬ 
papering,  and  unless  the  apartment  was 
priced  below  its  actual  worth,  these  de¬ 
mands  were  met  by  the  ownership  of  the 
property. 

Painted  canvas,  on  the  other  hand,  could 
be  readily  washed  and  starched  at  a  very 
moderate  cost  should  the  tenant  move  out 
after  a  year’s  lease,  and  the  nail  holes  could 
be  easily  and  satisfactorily  touched  up. 
Even  in  those  cases  where  the  tenant  con¬ 
tinued  to  occupy  their  apartments  year 
after  year,  the  painted  canvas  was  more 
economical  than  wall  paper.  It  could  be 
washed  and  starched  a  number  of  times 
and  then  repainted  in  the  same  or  a  dif¬ 
ferent  color,  with  this  process  of  washing 
and  starching  repeated  during  the  life  of 
the  building.  Wall  paper,  however,  would 
stand  only  a  relatively  few  cleanings,  and 
then  repapering  would  be  necessary. 

The  ordinary  tenant  so  mistreats  wall 
paper  by  splattering  things  on  it  and  by 
careless  use  of  dust  cloths  that  it  is  ex- 
tremsly  improbable  that  the  average  wall 
paper  would  last  over  three  years.  During 
this  three-year  period  it  would  receive  an 
annual  cleaning  and  at  the  end  of  the  time 
another  coat  of  paper.  This  process  is 
often  continued  until  it  becomes  necessary 
to  remove  the  piled  up  layers — they  be¬ 
come  so  thick  that  they  curl,  peel,  and 
crack  from  the  plastered  walls.  The  steam¬ 
ing  off  or  removal  of  these  layers  fre¬ 
quently  take  some  of  the  finish  coat  of 
plaster  and  necessitates  the  expense  of 
plaster  repairs.  The  use  of  painted  can- 
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vas,  while  more  expensive  at  the  onset, 
was  more  economical  over  a  period  of  time. 
It  was  a  permanent  improvement  in  the 
building — it  not  only  did  not  have  to  be 
removed  from  time  to  time,  necessitating 
plastering  repairs,  but  it  actually  tended 
to  preserve  the  plaster  from  damage  and 
acted  as  a  covering  to  maintain  and  con¬ 
ceal  cracked  and  broken  plaster.  Thus,  the 
use  of  painted  canvas  in  a  rehabilitation 
with  modernization  program  could  not  be 
charged  either  to  restoration  or  modern¬ 
ization  but  strictly  to  future  economy  of 
operation. 

It  was  obvious  that  if  the  apartments 
were  to  be  reconditioned,  the  exterior  and 
interior  approach  to  them  must  also  be 
made  attractive  and  inviting.  This  in¬ 
volved  both  the  outside  of  the  building  and 
the  public  space  of  the  interior. 

The  Exterior  Finish:  The  exterior  was 
treated  in  a  manner  that  would  bring  it 
somewhat  above  the  level  of  the  buildings 
in  the  neighborhood.  Lawns  were  estab¬ 
lished,  and  landscaping,  the  setting  off  of 
the  building  in  relationship  to  its  environ¬ 
ment,  was  carefully  planned  for  simple 
dignity  and  the  concealment  of  the  bad 
features  of  the  building  as  well  as  the  re- 
vealment  of  its  good  features.  It  was 
treated  as  the  external  lobby  of  public 
space  and  merited  the  same  consideration 
given  the  interior  public  spaces. 

The  exterior  of  the  building  itself  did 
not  need  cleaning,  but  the  window  frames 
and  woodwork  were  painted  in  a  manner 
harmonious  with  the  brick  work.  The  use 
of  ivory  as  a  color  for  the  exterior  wood¬ 
work  of  front  and  side  elevations  was  a 
very  sound  practice,  inasmuch  as  it  har¬ 
monized  with  the  brick  work  and  gave  a 
clean  and  new  appearance  to  the  outside 
of  the  building.  The  rear  of  the  building 
was  provided  with  an  adequate  fence,  sep¬ 
arating  its  yard  from  the  alley  and  the 
neighboring  buildings.  This  fence  was  of 
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woven  metal  copper  bearing  wire  five  feet 
in  height  and  provided  with  gates  that 
did  not  swing  into  the  alley  to  be  knocked 
off  by  passing  trucks.  This  type  of  fence 
was  somewhat  more  expensive  than  the 
ordinary  board  fence  at  the  onset,  but 
within  a  very  short  time  it  would  make 
up  this  difference  because  of  its  resistance 
to  decay,  breakage,  and  its  long  life  with¬ 
out  continuous  repainting.  It,  of  course, 
was  considerably  more  attractive  in  ap¬ 
pearance  than  a  board  fence. 

The  front  entrance  doors  were  scraped 
down  and  refinished  in  the  natural  wood. 
The  doors  were  protected  with  metal  kick 
plates;  brass  was  preferred  because  of  the 
impermanence  of  chrome  plating.  The 
hardware  on  the  doors  was  removed  and 
refinished. 

The  Vestibules  and  Halls:  The  interior 
of  the  vestibule  merited  considerable  atten¬ 
tion.  The  electric  lighting  fixtures  were 
made  effective  and  attractive;  mail  boxes 
of  modern  government  type  were  installed ; 
and  the  tenants’  name  cards  were  replaced 
with  those  of  uniform  design.  The  walls 
and  ceilings  were  painted  and  stippled  in 
an  attractive,  clear,  pastel  color.  The  wood¬ 
work,  of  course,  was  repaired  and  var¬ 
nished.  Broken  glass  in  the  doors  or  win¬ 
dows  or  missing  tile  in  the  floors  was  re¬ 
placed.  The  dados  of  stairhalls  were 
painted  and  the  upper  walls  covered  with 
painted  figured  canvas.  Painted  canvas 
was  used  both  for  beauty  and  economy  as 
in  the  case  of  the  living  rooms,  dining 
rooms,  etc.,  of  the  apartments.  The  element 
of  light  reflection  was  given  consideration 
in  the  selection  of  colors.  The  stairhall 
carpets,  which  were  beyond  repair,  were 
replaced.  Great  care  was  taken  to  insure 
that  the  new  carpet  was  in  keeping  with 
the  stairhall  decorative  scheme.  Taupe,  a 
splendid  color,  was  used  because  it  har¬ 
monized  with  the  decorations.  The  carpet 
was  selected  of  velvet  to  withstand  the  type 
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of  wear  which  came  principally  on  the  edge 
of  the  steps  where  the  carpet  was  bent  over 
the  nosing.  A  velvet  carpet  of  256  pitch 
and  nine  wire  was  installed  to  insure  long 
wear.  The  woodwork  in  the  stair  halls  was 
repaired  where  necessary  and  given  a  coat 
of  good  varnish.  The  radiators  were 
bronzed.  The  steps  and  risers  were  re¬ 
paired  where  necessary  and  refinished  with 
a  good  floor  varnish.  The  handrails  and 
posts  were  varnished  and  the  pickets  of  the 
banisters  enameled  in  ivory. 

The  Character  of  the  Program 

The  analysis  of  the  building  and  the 
neighborhood  and  the  relationship  of  cer¬ 
tain  phases  of  the  rehabilitation  with  mod¬ 
ernization  program  to  rent  or  value  in¬ 
creases  definitely  decided  the  character  of 
the  program.  The  greatest  return  unques¬ 
tionably  was  obtained  by  a  combination  of 
complete  restoration  and  moderate  mod¬ 
ernization.  The  entire  building,  both  ex¬ 
terior  and  interior,  was  put  in  a  state  of 
repair  and  then  the  modernization  features 
added,  which  brought  about  the  greatest 
increase  in  rental  income  or  value  at  min¬ 
imum  cost. 

The  character  of  the  work  was  decided 
upon  a  common  sense  basis  of  doing  it  in 
a  manner  which  would  restore  the  building 
to  good  condition  and  in  a  way  which 
would  not  rapidly  or  prematurely  wear  out 
or  decay.  Thus,  the  work  was  sufficiently 
well  done  to  last  a  reasonable  length  of 
time  without  excessive  depreciation.  It 
included  modernization  to  the  extent  of 
white  woodwork,  linoleum,  good  decorat¬ 
ing,  table  top  stoves,  and  new  electrical 
outlets  and  fixtures. 

Specifications 

The  actual  rehabilitation  itself  began, 
of  course,  with  the  drawing  of  specifica¬ 
tions  for  each  phase  of  the  work.  It  was 
obvious  that  in  order  to  insure  the  proper 


completion  of  the  work  all  contractors 
must  bid  on  exactly  the  same  items.  Thus, 
the  specifications  were  drawn  in  detail  and 
were  specific  in  the  delineation  of  the  scope 
of  the  work,  its  character,  and  the  descrip¬ 
tion  of  the  materials  to  be  used.  There  was 
no  room  for  ambiguity,  and  all  contractors 
bidding  were  required  to  follow  the  spe¬ 
cifications  without  changes  or  substitu¬ 
tions.  The  extra  time  that  was  spent  at 
the  start  on  the  specifications  saved  a  tre¬ 
mendous  amount  of  discussion  and  waste 
of  time  as  the  work  progressed.  The  care¬ 
ful  delineation  of  the  work  permitted  and 
assured  the  lowest  bids  possible,  inasmuch 
as  each  contractor  knew  exactly  what  his 
bid  covered  and  did  not  have  to  load  it  for 
extra  work  not  in  the  specifications. 

The  specifications  were  then  given  to 
the  competing  contractors,  and  they  were 
instructed  to  bid  exactly  on  the  work  out¬ 
lined.  Changes  or  suggestions  had  to  be 
made  separately  from  the  bids.  The  work 
was  let  to  the  low  bidding  contractors,  and 
the  work  commenced  on  the  exterior  of 
the  buflding,  the  public  space,  the  heating 
plant,  and  the  two  vacant  apartments. 

During  the  early  progress  of  the  work, 
decorating  schemes  were  set  up  for  each 
apartment  in  the  building. 

The  exterior  doors  were  discussed,  and 
it  was  decided  to  leave  them  in  natural 
varnish  finish  rather  than  to  do  them  in 
colors.  The  vestibule  and  stairhall  decora¬ 
tions  were  selected.  All  of  this  was  re¬ 
corded  on  charts  which  were  given  to  the 
painting  contractor  as  his  guide.  The 
latter  could  not  deviate  from  the  charted 
plan  and  was  compelled  to  use  the  exact 
color  and  papers  selected.  No  color 
changes,  cutting,  nor  thinning  was  permit¬ 
ted.  Thus,  the  colors  were  always  uniform, 
and  painted  surfaces  could  readily  be 
touched  up  year  after  year  without  the 
need  of  any  special  mixing  and  matching 
on  the  part  of  the  painter. 
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As  soon  as  the  bids  were  received  they 
were  carefully  checked  to  prevent  omis¬ 
sions  or  changes.  Those  bids  which  showed 
a  wide  variance  in  price  range  were  re¬ 
turned  to  the  submitting  contractors  with 
the  request  that  they  be  rechecked  for 
errors.  The  corrected  bids  were  then  sent 
to  the  owners  of  the  property  who  ap¬ 
proved  them  and  ordered  the  work  to  be 
started  at  once.  Because  there  were  only 
two  vacancies  in  the  building  and  the 
leases  on  the  apartments  expired  over  a 
period  of  nearly  a  year,  some  of  the  orders 
for  work  had  to  be  held  back  until  the 
apartments  became  available.  The  tenants 
were  notified  that  the  building  was  going 
to  be  rehabilitated  with  modernization, 
and  several  of  them  requested  that  their 
leases  be  terminated  and  that  their  apart¬ 
ments  be  modernized  as  soon  as  possible  at 
the  new  rate  of  rental. 

A  routine  of  work  was  established,  and 
the  exterior  contractor  proceeded  as  rap¬ 
idly  as  weather  permitted.  Arrangements 
were  made  with  the  contractors  whereby 
a  minimum  of  delay  took  place  between 
the  various  succeeding  operations.  The 
painters  followed  close  on  the  heels  of  the 
carpenters  and  sheet  metal  men  as  they  fin¬ 
ished  the  exterior  repairs.  In  the  apart¬ 
ments  themselves,  first  the  vacant  ones 
and  later  as  others  became  vacant,  the 
paper  removers  preceded  the  carpenter, 
electricians,  and  plumbers.  Then  the  plas¬ 
ter  was  repaired,  the  linoleum  installed, 
and  the  decorating  completed  except  for 
the  final  touch-up  work. 

The  floor  sanders  and  refinishers  did 
their  work  under  rigid  specifications,  and 
they  were  followed  by  the  painters  who 
touched  up  any  broken  or  marred  painted 
surfaces.  The  shade  man  put  up  the  cur¬ 
tain  rods  and  fixtures  and  installed  the 
ten-year  guaranteed  shades. 

The  finished  apartment  was  then  turned 
over  to  the  janitor  to  clean,  with  special 


attention  to  the  windows,  the  bathroom 
fixtures  and  tile  floor,  and  the  kitchen  fix¬ 
tures  and  linoleum  floor.  Each  bathroom 
was  provided  with  a  white  toilet  seat,  and 
a  swing  spout  mixing  faucet  was  installed 
for  each  kitchen  sink.  As  a  final  touch, 
the  janitor  laid  brown  building  paper  in 
the  vacant  apartments  to  protect  the  refin¬ 
ished  floors  and  give  an  appearance  of 
newness. 

It  was  extremely  gratifying  to  find  a 
ready  and  willing  tenant  for  each  of  the 
apartments  as  they  became  finished,  even 
at  the  increased  rentals.  The  new  rentals 
in  no  way  prevented  the  renting  of  the 
apartments  to  the  interested  prospects 
who  swarmed  over  the  building  during  the 
whole  rehabilitation  with  modernization 
work.  Rent  collections  immediately  im¬ 
proved,  inasmuch  as  the  old  tenants  rea¬ 
lized  that  they  were  getting  more  for  their 
rent  dollar  than  they  had  anticipated  when 
they  rented  the  apartments.  They  further 
realized  that  if  they  failed  to  pay  their 
rent  promptly,  they  would  not  be  allowed 
an  unreasonable  period  of  grace  because 
the  ownership  wanted  vacant  apartments 
in  order  to  proceed  with  the  rehabilitation 
with  modernization  program. 

The  Results 

As  each  apartment  was  rehabilitated  it 
was  rented  without  delay,  and  the  entire 
building  is  now  entirely  occupied  by  a 
superior  class  of  tenants  who  pay  their 
rent  promptly. 

The  economy  measure  of  painted  canvas 
worked  out  splendidly,  and  the  apartments 
have  been  placed  in  an  excellent  condition 
at  the  renewal  of  the  leases,  either  for  old 
tenants  or  for  new  ones,  at  a  cost  very 
much  below  the  average  for  buildings  of 
this  type.  These  apartments  each  con¬ 
tained  large  rooms  which  would  have  made 
redecoration  expensive  had  not  the  rehabil¬ 
itation  decorating  been  done  with  good 
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materials  and  workmanship.  Except  for 
some  cracking  in  the  kitchens  and  bath¬ 
rooms,  all  painted  surfaces  were  touched 
up  where  necessary  and  washed,  includ¬ 
ing  the  white  woodwork.  Of  course,  the 
painted  canvas  required  only  washing  and 
starching,  except  in  one  or  two  cases 
where  it  had  been  abused.  These  abused 
places  were  readily  and  satisfactorily 
patched  at  small  cost. 

The  reduction  in  operating  costs  were 
very  gratifying  in  view  of  the  fact  that  the 
apartments  were  not  allowed  to  become 
run-down  but  were  held  to  the  high  stand¬ 
ards  set  during  the  rehabilitation  program. 
However,  it  was  from  the  rent  increases 
that  the  real  gratification  was  derived. 
Such  is  shown  in  the  following  tabulation 
by  a  comparison  of  the  rental  schedule 
which  existed  in  the  building  prior  to  its 
rehabilitaton  and  the  present  rental  sched¬ 
ule  after  rehabilitation.  A  prospective 
schedule  for  the  year  1937  is  also  included 
in  this  tabulation,  which  is  extremely  in¬ 
teresting. 

An  examination  of  this  schedule  will 
show  that  the  rehabilitation  with  moderni¬ 
zation  program  created  an  average  rental 
increase  of  approximately  $8.51  per  month 
per  apartment,  or  a  total  of  $2,760  per  year 
for  the  twenty-seven  apartments.  Of  this 
$2,760,  $810  can  be  directly  attributed  to 
the  investment  of  $10,640  for  restoring  the 
building  to  a  good  state  of  repair.  This 
$810  represents  a  return  of  7.6  per  cent  a 
year  on  the  investment  of  $10,640.  The 
balance  of  the  $2,760  rent  increase,  or 
$1,950  a  year,  was  created  by  the  addi¬ 
tional  investment  of  $3,900  for  moderniza¬ 
tion  of  the  building.  The  $2,760  increase 
represents  an  18.9  per  cent  return  on  the 
total  investment  of  $14,540.  The  modern¬ 
ization  part  of  the  expense,  which  was  less 
than  27  per  cent  of  the  total  cost  of  the 
program,  increased  the  income  from  $810 
to  $2,760  a  year,  or  340  per  cent. 


Monthly 

Monthly 

Monthly 

Monthly  Rent 
Anticipated  as 

Apt. 

Rent  Before 

Bent  After 

Rent 

Leases  Expire 

Rehabilitation 

Rehabilitation  Dec.  1936 

In  1937 

1st 

$40.00* 

$47.50 

$50.00 

$57.50 

2nd 

40.00 

50.00 

52.50 

60.00 

3rd 

35.00 

47.50 

52.50 

60.00 

1st 

$25.00 

$35.00 

$37.50 

$45.00 

2nd 

30.00 

35  00 

37.50 

45.00 

3rd 

25.00 

32.50 

35.00 

45.00 

1st 

$30.00 

$37.50 

$40.00 

$47.50 

2nd 

25.00 

37.50 

40.00 

47.50 

3rd 

35.00 

37.50 

40.00 

47.50 

1st 

$30.00 

$40.00 

$42.50 

$50.00 

2nd 

32.50* 

40.00 

42.50 

50.00 

3rd 

32.50 

40.00 

42.50 

50.00 

1st 

$30.00 

$40.00 

$42.50 

$50.00 

2nd 

32.50 

40.00 

42.50 

50.00 

3rd 

30.00 

40.00 

42.50 

50.00 

1st 

$30.00 

$40.00 

$42.50 

$50.00 

2nd 

30.00 

40.00 

42.50 

50.00 

3rd 

25.00 

40.00 

42.50 

50.00 

1st 

$27.50 

$35.00 

$37.50 

$45.00 

2nd 

25.00 

35.00 

37.50 

45.00 

3rd 

25.00 

35.00 

37.50 

45.00 

1st 

$30.00 

$35.00 

$37.50 

$45.00 

2nd 

27.50 

35.00 

37.50 

45.00 

3rd 

25.00 

35.00 

37.50 

45.00 

1st 

30.00 

35.00 

37.50 

45.00 

2nd 

27.50 

35.00 

37.50 

45.00 

3rd 

30.00 

35.00 

37.50 

45.00 

$805.00 

$1035.00 

$1105.00 

$1310.00 

(*) 

Vacant 

Monthly- 

Rental 

Per  Cent  of 

Per  cent  of  In¬ 
crease  From  1934 

Schedule 

Increase 

Base  of  $805.00 

Dec.  1934 
Dec.  1935 

$  805.00 
1,035.00 

28.6% 

28.6% 

Dec.  1936 

1,105.00 

6.76% 

37.2% 

May  1937 
(Est). 

1,310.00 

18.55% 

62.7% 

The  present  schedule  of  rents  has  in¬ 
creased  $300  a  month  over  the  schedule 
before  rehabilitation.  This  amounts  to 
$3,600  a  year,  or  a  37.2  per  cent  increase 
over  the  potential  rent  income  before  re¬ 
habilitation  with  modernization.  This  is 
normal,  inasmuch  as  the  rents  in  the  dis¬ 
trict  have  increased  somewhat  in  the  last 
year. 

The  last  column  of  the  schedule,  which 
contains  the  anticipated  rentals  believed 
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obtainable  during  the  year  1937,  is  very 
interesting.  These  raises,  of  course,  are 
estimated  to  be  considerably  above  the 
average  rent  raises  in  the  neighborhood  for 
four  and  five-room  apartments.  It  is  be¬ 
lieved  that  the  attractive  condition  of  the 
apartments  will  permit  these  drastic  rent 
increases  without  the  loss  of  an  unusually 
high  proportion  of  the  tenants  whose  leases 
are  expiring.  It  is  felt  that  this  same  at¬ 
tractiveness  will  result  in  the  renting  of 
the  apartments  that  do  become  vacant 
without  undue  loss  of  rental  income.  The 
economy  factors  of  good  workmanship, 
good  materials,  and  the  painted  canvas  in¬ 
sure  the  building  of  moderate  redecoration 
costs  even  though  an  unusually  large  num¬ 
ber  of  old  tenants  must  be  replaced  by  new 
ones.  Should  it  be  possible  to  bring  about 
these  increased  rentals,  the  building  will 
have  a  potential  annual  income  of  $15,720 
for  1937  compared  with  the  potential  in¬ 
come  of  $9,660  a  year  which  existed  prior 
to  the  rehabilitation  with  modernization 
program  which  took  place  during  1935  and 
1936. 

It  has  been  the  endeavor  of  this  article 
to  shed  some  light  upon  the  moot  ques¬ 
tions:  Does  rehabilitation  pay?  Are 

owners  justified  in  keeping  up  their  prop¬ 
erties  ?  Will  tenants  pay  for  what  they  re¬ 
ceive  in  added  value? 


The  building  which  has  been  used  as  an 
example  is,  of  course,  but  one  of  scores  of 
typical  cases  which  might  be  used  as 
specific  answers  to  the  question.  In  this 
instance  the  increase  in  rentals  over  the 
original  schedule  will  be  sixty-two  per  cent 
over  a  period  of  about  two  and  one-third 
years.  Obviously,  the  increased  return  and 
the  new  values  thus  created  vary  according 
to  the  circumstances  in  each  particular 
case.  Generally  speaking,  however,  it  is 
difficult  to  escape  the  conclusion  that  re¬ 
habilitation  programs,  properly  conceived 
and  efficiently  executed,  do  create  new 
values  and  constitute  an  important  factor 
for  consideration  in  connection  with  the 
problems  of  real  estate  ownership  and 
management.  Let  it  be  kept  in  mind,  how¬ 
ever,  that  the  problem  of  rehabilitation  and 
modernization  of  properties  is  not  for  the 
inexperienced.  At  best  it  is  fraught  with 
many  pitfalls.  It  is  easy  to  start  “wrong- 
end-to,”  to  pour  good  money  after  bad,  or 
to  make  expenditures,  without  regard  to 
ultimate  return.  The  success  of  such  a  pro¬ 
gram  is  dependent  upon  the  efficiency  with 
which  the  property  is  managed  after  the 
completion  of  the  work  as  well  as  upon  the 
proper  formulation  and  execution  of  the 
plan.  It  is  not  a  separate  entity  in  itself 
but  only  one  phase  of  efficient  property 
management. 


*  *  * 


Tenant  Relations  in  a  Rising  Market 

By  Roy  Hudenburg 


CORPULENT  gents  labelled  “  Rent 
Gouger,”  with  Johnny  Q.  Tenant 
crushed  in  a  pudgy  paw,  will  appear 
in  front-page  cartoons  throughout  the 
land  unless  tenant  relations  are  handled 
skillfully  in  the  impending  era  of  high 
living  costs. 

After  fighting  years  of  lowering 
rentals,  the  property  manager  is  now  faced 
with  a  new  problem — “How  can  I  raise 
rents  painlessly?” 

Painless  rent-raising  is  like  painless 
dentistry;  it’s  still  uncomfortable  for  the 
tenant,  but  the  process  is  less  harrowing 
for  all  concerned.  In  both  cases  the  victim 
departs  with  a  little  less  ill-feeling  toward 
his  tormentor. 

The  Approach 

To  achieve  this  painlessness,  it  is  first 
necessary  to  determine  the  tenant’s  ordi¬ 
nary  reaction  to  a  rental  increase  noti¬ 
fication.  The  average  person,  receiving 
such  a  notice  out  of  a  clear  sky,  at  first 
challenges  the  notice  as  a  personal  affront. 
The  landlord  is  a  rent  gouger,  picking  on 
him  after  all  these  years  he  has  been  in 
the  building!  As  he  mulls  it  over  in  his 
mind,  if  he  has  not  been  prepared  in 
advance,  he  decides  the  agent  thinks  him 
easy  and  is  trying  to  take  advantage  of 
him. 

Approaching  the  problem  from  this 
angle,  we  find  that  obviously  our  first  step 
must  be  to  prepare  the  tenant’s  mind  so 
that  he  can  accept  the  rental  increase  with 
a  more  logical  and  understanding  reaction. 
The  methods  of  this  mental  preparation 
naturally  vary  with  the  circumstances  and 
amount  of  personal  contact  between  agent 
and  tenant. 


In  a  large  organization  where  the  con¬ 
tact  between  the  property  manager  is  more 
impersonal,  newspaper  publicity  is  a 
miraculous  help.  Local  real  estate  boards 
and  local  management  organizations  can 
best  sponsor  articles  dealing  with  “forces 
that  are  driving  rental  prices  upwards." 
Where  this  cooperation  is  not  available, 
heads  of  management  firms  are  finding 
that  they  themselves  can  get  their  mes¬ 
sage  over  to  the  public  by  giving  to  the 
newspapers  prepared  interviews  on  the 
rental  situation. 

In  preparing  such  an  interview,  such 
phrases  as,  “We  are  planning  to  put  into 
effect  a  fifteen  per  cent  rental  increase,” 
are  inadvisable,  since  any  indication  that 
this  action  is  voluntary  serves  only  to 
create  tenant  resentment.  Preparation  of 
the  public  for  the  reception  of  rental 
increases  can  be  far  more  safely  accom¬ 
plished  through  innuendo  and  suggestion. 

Among  the  safe  topics  for  discussion 
are  the  following  themes : 

Survey  shows  apartment  occupancy  of  ninety- 
five  per  cent;  scarcity  seen  by  July  of  next  year. 

January  first  increases  in  material  prices 
boost  operating  costs;  tax  increases  make  rent 
raises  inevitable. 

Real  estate  cannot  take  its  place  as  a  desir¬ 
able  investment  commodity  until  the  inequitable 
rent  levels  prevailing  for  the  past  five  years  are 
rectified. 

No  apartment  construction  will  be  possible 
until  rentals  are  adjusted  to  make  ownership 
of  income  property  safe  and  profitable;  acute 
housing  shortage  must  result. 

The  articles  should  be  kept  fairly  short, 
with  a  maximum  of  500  words,  and  written 
in  an  approximation  of  newspaper  style, 
giving  facts,  avoiding  expressions  of  opin¬ 
ions  except  where  opinions  are  enclosed  in 
quotation  marks,  and  avoiding  extraneous 
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adjectives.  If  written  in  this  fashion  and 
presented  to  the  newspaper  at  one  time, 
with  the  request  that  the  series  be  run 
once  a  week  or  twice  a  week,  there  is  a 
strong  chance  that  they  will  be  published. 
Incidentally,  it  is  strongly  recommended 
that  such  material  be  taken  personally  to 
the  editor  or  real  estate  editor,  as  the 
case  may  be,  instead  of  transmitted 
through  some  advertising  solicitor,  who  is 
full  of  assurances  that  he  can  take  care  of 
it,  for  many  times  the  advertising  man 
does  not  have  the  influence  he  assumes. 

Advance  missionary  work  should  also 
be  resorted  to  as  the  management  agent 
or  his  assistants  come  in  contact  with  the 
tenants.  Often  a  tenant  will  give  an  open¬ 
ing  by  asking,  “I  suppose  you  are  going 
to  raise  our  rent  this  year  ?” 

We  meet  this  question  with  open  arms, 
replying  somewhat  in  this  fashion,  “We’ll 
probably  have  to  make  some  raise.  We’re 
paying  a  dollar  more  taxes  per  month  on 
your  apartment  than  last  year;  our  aver¬ 
age  decorating  cost  is  up  about  twelve 
dollars,  and  there’s  another  dollar  per 
month.  With  other  materials  of  every  kind 
becoming  dearer,  just  as  your  food  costs 
are  going  up,  we’ll  either  have  to  get  more 
rent  or  go  out  of  business.” 

In  short,  we  take  the  tenant  into  our 
confidence  and  personalize  our  problems 
so  that  he  can  see  them  in  the  light  of  their 
application  to  his  individual  apartment. 
We  show  him  that  four  of  the  thirty  dollars 
rent  he  pays  go  to  the  county  for  taxes, 
never  forcing  this  information  upon  him 
except  when  an  opportunity  is  created. 

If  he  feels  chatty  and  inquires  how 
everything  is  going,  an  answer  of  this  vari¬ 
ety  may  develop,  “Fine,  we  haven’t  had  a 
vacancy  in  your  building  for  three  months. 
Of  course,  we  surely  need  that  extra  in¬ 
come,  the  way  prices  are  going  up  these 
days.  I  hear  the  decorators  are  asking 
another  wage  increase  for  April  first.” 


At  the  same  time,  such  a  campaign  must 
be  handled  carefully,  lest  we  establish  a 
reputation  for  “singing  the  blues.”  The 
property  manager  must  school  himself  and 
his  assistants  in  getting  these  ideas  across 
to  the  tenant,  conditioning  the  tenant’s 
mind  to  the  necessity  for  rent  increases 
without  being  too  depressing. 

The  Actual  Notice 

With  this  advance  preparation  out  ol 
the  way,  the  next  step  is  to  incorporate 
the  actual  notice  of  the  increase  in  a 
diplomatic  letter.  A  straight-forward,  con¬ 
cise  notice  will  satisfy  legal  requirements, 
but  it  will  probably  send  the  tenant  out 
the  next  morning  to  look  for  an  apartment 
in  some  other  building. 

The  first  thing  to  consider  in  framing 
this  type  of  letter  is  whether  the  tenant’s 
attention  can  be  called  to  some  additional 
value  he  has  been  receiving  or  will  receive 
shortly.  This  may  be  only  some  routine 
feature  of  the  maintenance  program,  but 
nevertheless  it  may  ease  the  way  for  the 
bad  news. 

Perhaps  a  new  carpet  has  been  laid  in 
the  corridors  or  stair  halls,  or  public  space 
in  the  building  has  been  decorated.  It  may 
be  that  the  court  or  garden  has  been  land¬ 
scaped,  a  new  recreation  room  provided, 
or  even  that  an  improvement  has  been 
made  in  the  heating  system  to  provide  a 
more  even  temperature.  Any  feature  that 
either  adds  to  the  tenant’s  comfort  or  to 
his  pride  in  his  place  of  residence  pro¬ 
vides  a  talking  point. 

Next,  the  fact  should  be  stressed  that 
conditions  beyond  the  control  of  the  man¬ 
agement  make  it  necessary  to  increase  the 
price  of  the  apartment.  The  reluctance  of 
the  management  to  join  in  rate  increases 
should  be  apparent  in  the  letter.  One  point 
now  so  universally  in  practice  that  it  is 
scarcely  worthy  of  mention  is  the  necessity 
of  avoiding  such  terms  as,  “Your  rent  will 


Tenant  Relations  in  a  Rising  Market 


303 


be  raised  to  $50,”  The  phrase,  ‘‘The  rate 
for  the  apartment  you  occupy  has  been 
established  at  $50  for  the  coming  year,” 
is  far  more  advisable.  It  eliminates  a  cer¬ 
tain  personal  element,  leaves  less  room  for 
argument,  and  is  less  dictatorial.  It  is 
pricing  the  merchandise  rather  than  bar¬ 
gaining  with  an  individual. 

A  sample  letter,  similar  to  one  which 
has  been  used  with  outstanding  success, 
reads  as  follows: 

November  28,  1936. 

My  Dear  Mrs.  Brown: 

Undoubtedly  you  have  observed  the  change 
in  tone  of  this  building.  The  management  has 
diligently  undertaken  to  make  it  a  more  attrac¬ 
tive  and  pleasant  residence  for  its  tenants.  That 
we  have  not  been  able  to  go  farther  with  this 
program  has  been  due  to  the  limitation  of  the 
funds  with  which  we  have  to  work. 

The  management  has  been  very  reluctant  to 
join  in  the  increasing  of  rental  rates,  but  eco¬ 
nomic  pressure,  the  recent  thirty-three  per  cent 
increase  in  assessed  taxes,  and  salary  raises, 
necessitated  by  increased  living  costs,  absolutely 
dictate  that  the  building’s  income  be  raised. 
Therefore,  it  is  with  regret  that  we  notify  you 
that  the  rate  for  the  apartment  you  occupy  must 
be  established  at  .$42.50  for  the  coming  year. 

Your  lease  will  expire  January  31,  1937,  and 
the  management  will  be  pleased  to  grant  a  new 
lease  at  the  new  rate  for  the  period  ending 
January  31,  1938.  We  hope  that  you  will  see 
your  way  clear  to  remain  with  us,  and,  for  our 
part,  we  shall  undertake  to  make  you  tenancy 
in  this  building  a  pleasant  one. 

Yours  very  truly. 

Preparedness  for  the  Interview 

The  critical  point  of  the  campaign  is 
now  reached — as  the  tenant  after  receiving 
the  letter  usually  comes  in  to  talk  the  mat¬ 
ters  over.  At  this  point,  the  program 
succeeds  or  fails,  depending  entirely  upon 
the  preparedness  of  the  management  agent 
to  meet  the  situation.  We  are  entering 
another  era  when  the  “High  Cost  of  Liv¬ 
ing”  will  once  more  be  the  order  of  the 
day.  As  yet  this  feature  of  the  economic 
cycle  has  not  developed,  but  the  symptoms 
of  the  squeeze  between  rising  prices  and 
static  wages  are  to  be  seen  on  every  hand. 


This  fact  must  be  kept  in  mind  while 
dealing  with  the  tenant,  for  the  landlord 
is  bringing  the  squeeze  tighter  and  is  forc¬ 
ing  his  tenant  who  lives  close  to  his  income 
to  cut  down  on  other  expenditures  in  order 
to  pay  a  higher  rental.  Therefore,  while 
the  management  agent  knows  he  can  rent 
the  apartment  readily  but  may  want  to 
keep  the  present  tenant  only  in  order  to 
keep  his  decoratiing  cost  lower,  his  feeling 
of  independence  must  not  be  transmitted 
to  the  tenant,  who  is  strongly  tempted  to 
go  out  and  find  himself  a  humbler  apart¬ 
ment  at  a  more  convenient  price. 

Mr.  Brown  wants  to  know  why  he  has 
been  given  such  an  increase.  Does  the 
management  want  to  get  rid  of  him  ?  Why, 
certainly  not ;  similar  raises  are  being  put 
into  effect  for  all  equal  apartments.  Not 
only  is  such  a  step  necessary,  but,  as  Mr. 
Brown  must  well  know,  no  agent  nor  land¬ 
lord  can  increase  prices  except  as  the 
general  market  increases.  It  is  competi¬ 
tion  that  regulates  prices  and  not  any  one 
building. 

But,  Mr.  Brown  goes  on,  how  can  he 
and  other  tenants  pay  higher  rents  when 
they  are  not  making  any  more  money  than 
they  were  two  or  three  years  ago?  To  this, 
of  course,  there  is  no  direct  answer.  We 
observe  that  the  outlook  is  better  and 
impress  upon  Mr.  Brown  that  he  is  one 
of  the  tenants  we  are  anxious  to  keep  in 
the  building.  Of  course,  we  are  sorry  that 
we  must  adhere  to  our  rental  schedule,  and 
if  there  were  any  other  vacancies,  we 
should  be  glad  to  move  him  into  a  cheaper 
apartment,  but  after  all  we  doubt  whether 
he  and  Mrs.  Brown  would  be  satisfied  with 
a  less  desirable  apartment. 

Mr.  Brown  is  no  fool,  but,  like  all 
people,  he  responds  when  made  to  feel 
important  and  is  pleased  when  made  to 
appear  fastidious.  Conversely,  he  will  rebel 
if  he  thinks  a  rental  raise  is  being  shoved 
down  his  throat,  but  he  knows  when  he  is 
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licked,  and,  therefore,  if  the  stark  necessity 
for  buildings  to  command  higher  rentals 
has  been  properly  impressed  upon  him,  he 
will  be  prepared  to  make  an  extra  sacri¬ 
fice  to  maintain  his  standard  of  living. 
However,  he  will  be  prepared  to  demand 
some  extra  concession  in  return  for  his 
extra  payment  of  rent,  and  like  most  bar¬ 
gainers  he  will  ask  for  more  than  he 
expects  to  receive. 

What  is  to  be  done  when  he  presents 
his  demands  for  a  new  shower  curtain,  a 
new  mixing  faucet,  a  new  toilet  seat,  and 
a  complete  decorating  job?  We  can  tell 
him,  of  course,  that  our  policy  this  year, 
because  of  the  economic  pinch,  is  to  do 
only  such  decorating  as  is  absolutely 
necessary. 

In  a  rising  market  we  can  follow  such 
a  policy — but  usually  at  the  cost  of  tenant 
good  will.  Therefore,  if  a  concession  in  line 
with  the  maintenance  policy  of  the  building 
can  be  made  to  keep  a  tenant  happy  at  the 
cost  of  one  or  two  months’  increase  of 
rental,  the  investment  should  be  seriously 
considered. 

While  maintenance  in  a  rising  market 
is  treated  later  in  this  discussion,  let  us 
go  into  it  for  a  moment  to  see  what  we 
can  do  for  Mr.  Brown.  While  investment 
in  quality  materials  ordinarily  proves  most 
economical,  there  are  some  items  which 
sometimes  can  be  purchased  for  so  much 
less  than  a  quality  article  that  more  fre¬ 
quent  replacement  becomes  possible.  Mr. 
Brown’s  landlord,  for  instance,  buys  a 
toilet  seat  at  $1.50,  which  is  good  for  two 
years,  instead  of  paying  $7.50  for  one 
which  will  last  possibly  eight  or  nine  years. 
And  so,  he  can  readily  afford  to  embellish 
the  Brown  bathroom  with  a  shiny  white 
toilet  seat.  Also  the  mixing  faucet  is  con¬ 
ceded  because  it  represents  a  permanent 
improvement  in  the  rentability  of  the 
apartment. 

After  these  concessions,  it  is  far  easier 


to  whittle  the  complete  decorating  job 
down  to  such  work  as  is  necessary  under 
the  circumstances.  In  short,  a  slight 
expenditure  for  articles  consistent  with 
the  building’s  maintenance  policy  aids 
marvelously  in  maintaing  tenant  good  will 
and  often  makes  possible  a  greater  saving 
in  decorating  costs. 

Handling  a  tenant  in  a  rising  market 
is  a  far  different  problem  than  handling 
a  prospect.  To  the  prospect  the  merchan¬ 
dise  is  shown,  and  a  price  is  quoted.  The 
seller  either  maintains  his  quoted  price  or 
bargains  with  the  prospective  purchaser, 
but  he  has  little  opportunity  to  justify  or 
explain  his  price  convincingly. 

Since  there  is  so  little  opportunity  to 
go  into  the  factors  responsible  for  in¬ 
creased  prices,  the  property  management 
agency  again  profits  from  whatever  ad¬ 
vance  newspaper  publicity  it  is  able  to 
procure.  It  should  be  remembered  that 
many  of  the  prospects  have  come  to  you 
because  they  have  received  a  notice  of  in¬ 
creased  rentals.  It  oftens  develops  that 
they  are  familiar  with  the  prices  you  were 
quoting  a  year  ago. 

Accordingly,  when  a  higher  price  is 
quoted,  their  interest  in  your  merchandise 
cools  perceptibly  unless  they  have  been 
schooled  to  expect  increases.  Unless  other 
cooperation  is  available,  it  is  not  the  wisest 
course  for  any  one  firm  to  foster  a  series 
of  newspaper  articles  on  rent  increases, 
lest  they  establish  for  themselves  a  reputa¬ 
tion  among  tenants  for  being  responsible 
for  the  increase  and  thus  scare  away  pros¬ 
pects.  The  local  property  management 
division  of  the  real  estate  board  is  in  a 
splendid  position  to  undertake  such  a  series 
of  articles. 

Representative  members  of  the  division 
can  be  called  upon  to  prepare  articles  on 
the  various  phases  of  the  strengthening 
renting  market.  Most  of  them  will  usually 
respond,  for  who  is  there  among  us  that 
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will  not  rally  to  a  common  cause,  particu¬ 
larly  when  we  can  be  quoted  in  the  paper. 

Showing  the  Attractive  Apartment 

In  any  kind  of  a  market,  rising  or  fall¬ 
ing,  we  must  put  our  best  foot  forward 
if  we  are  to  achieve  the  best  results.  There¬ 
fore,  if  the  apartment  we  are  about  to  show 
is  vacant,  it  is  advisable  to  put  it  in  top 
condition.  If  we  cannot  offer  the  prospect 
a  lower  price  than  his  present  landlord  has 
offered  him,  we  must  make  the  apartment 
so  attractive  that  he  will  want  it  in  spite 
of  the  price. 

Attractiveness  in  an  apartment  can  be 
achieved  at  little  more  cost  than  medioc¬ 
rity.  The  expenditure  is  one  of  thought, 
supervision,  and  planning. 

Wall  papers  can  be  chosen  in  pleasant, 
suitable  colors  in  the  same  price  ranges 
that  drab  colors  are  found.  There  is  no 
advantage  of  long  life  in  the  darker  shades, 
as  many  contend,  for  the  obvious  reason 
that  it  will  be  remembered  that  repapering 
is  usually  necessitated  by  furniture  rubs 
or  grease  spots,  which  are  as  equally  prom¬ 
inent  in  the  dark  as  in  the  lighter  tone 
papers. 

Decorators  left  to  their  own  devices 
will  apply  successively  darker  tones  of 
paint  on  a  wall  until  eventually  the  result 
is  a  pea-soup  green  that  can  be  covered 
only  with  more  pea-soup  green.  Therefore, 
it  is  highly  essential  that  painting  be 
closely  supervised,  so  that  harmonious, 
pleasing  shades,  in  keeping  with  the  tone 
and  exposure  of  the  room,  are  applied. 

Then,  there  are  the  little  niceties  in 
the  maintenance  of  vacant  apartments  that 
are  strong  factors  in  selling.  Clean  win¬ 
dows,  polished  faucets,  gleaming  bathroom 
fixtures,  and  strips  of  building  paper  to 
protect  the  floors  attest  to  the  janitor’s 
industry  and  application. 

Very  often  in  the  rising  market,  apart¬ 
ments  to  be  rented  are  not  vacant  but 


must  be  shown  by  the  tenant.  Under  these 
circumstances  it  is  wise  to  go  to  some 
length  to  avoid  showing  an  apartment  ten¬ 
anted  by  an  untidy  family  if  it  is  at  all 
possible  to  show  a  similar  apartment 
rented  to  a  better  housewife,  who  either 
plans  to  move  or  who  has  received  notice 
and  is  trying  to  decide  whether  or  not  to 
stay. 

The  Price  of  the  Apartment 

The  pricing  of  the  apartment  is  very 
important,  and  while  that  subject  is  not 
rightly  a  part  of  this  discussion,  one  angle 
is  of  prime  importance.  The  right  price 
should  be  determined  and  strictly  adhered 
to.  It  is  unnecessary  and  a  mistake  to 
intentionally  set  a  price  too  high  with  a 
view  toward  catching  an  easy  mark  or  as 
a  basis  for  bargaining. 

Bargaining  is  an  indication  of  weak¬ 
ness,  and  the  willingness  of  the  manage¬ 
ment  agent  to  dicker  after  quoting  a  price 
tends  to  give  the  prospect  the  impression 
again  that  the  landlord  is  trying  to  gouge 
the  public  and  will  do  so  if  given  half  a 
chance.  It  is  far  more  advantageous  to 
quote  a  price  in  keeping  with  the  current 
market  and  to  maintain  a  firm  stand. 
Then,  when  the  prospect  says:  “I  looked 
at  this  apartment  or  one  like  it  a  year  ago, 
and  you  quoted  it  for  five  dollars  less.  I 
can’t  pay  the  price  you  ask,  but  I’ll  take 
the  apartment  if  you  will  give  it  to  me  at 
last  year’s  price,”  the  management  agent 
is  prepared  to  answ^er:  “I’m  very  sorry, 
sir,  but  we  have  to  get  forty  dollars  for 
this  apartment.  We  rent  the  apartments 
in  this  building  upon  a  uniform  basis.  All 
we  ask  is  what  we  believe  the  apartment 
is  worth,  and  we  must  get  that  price  if 
we  are  to  maintain  the  building  and  pro¬ 
vide  our  tenants  with  the  class  of  accom¬ 
modations  to  which  we  believe  they  are 
entitled.” 

With  such  a  stand  we  command  the 
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respect  of  our  prospect  and  inspire  his 
confidence.  Then,  if  the  offering  has  been 
correctly  priced,  the  consideration  of  the 
little  items  that  are  inconsequential  can  be 
undertaken,  which  can  either  make  or 
destroy  good  will.  Insignificant  items, 
such  as  an  extra  shelf  in  the  bedroom 
closet — a  burglar  catch  on  the  front  door — 
a  coat  of  varnish  on  the  back  door, 
may  be  refused  in  a  strong  market  without 
killing  the  sale,  but,  inasmuch  as  their  cost 
is  justified  after  obtaining  the  price  for 
the  apartment,  their  refusal  at  the  cost 
of  good  will  is  hardly  consistent  with  good 
sense. 

In  these  days  of  widespread  rehabili¬ 
tation  work,  there  is  yet  another  phase  to 
consider.  How  are  we  going  to  induce 
tenants  to  pay  for  increased  value  in  our 
apartments?  Strange  as  it  may  seem, 
experience  indicates  that  it  is  far  easier 
to  obtain  higher  rents  for  increased  value 
than  because  of  increased  demand.  Upon 
an  analysis,  however,  this  will  be  seen  to 
be  perfectly  natural,  for  the  increased 
value  is  tangible,  as  against  the  intangible 
value  of  increased  demand,  and  the  tenant 
can  see  what  he  is  getting  for  his  money. 

To  illustrate  the  method  involved  here, 
let  us  first  consider  the  program  used 
with  respect  to  one  building  in  which  a 
rehabilitation  program  is  being  worked  out 
over  a  period  of  three  years.  Prior  to  the 
institution  of  this  program,  the  building 
offered  relatively  low  rents,  which  in  turn 
attracted  many  lower-grade  tenants  and 
was  a  perfect  example  of  wasteful  main¬ 
tenance. 

Under  the  new  program,  the  first  step 
was  to  make  improvements  where  they 
would  show  the  most.  Basement  windows 
on  the  front  of  the  building,  which  had 
been  cracked,  broken,  covered  with  tin, 
and  replaced  with  odd  types  of  glass,  were 
all  reglazed  with  standard,  translucent 
glass.  The  neglected  garden  in  the  court 
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was  revitalized  at  a  low  cost.  The  office 
of  the  building  was  redecorated  in  a  mod¬ 
ern  color  scheme. 

The  purpose  of  this  work  was  primarily 
to  advertise  among  the  tenants  the  new 
character  that  was  to  be  imparted  to  the 
building.  Next,  work  was  started  in  the 
apartments,  and  eventually  in  the  course 
of  this  work,  a  floor  sanding  machine 
proved  a  perfect  advertising  medium — its 
snarl  reverberated  far  and  wide. 

No  attempt  was  made  to  sell  these 
apartments  to  existing  tenants,  although, 
when  work  was  under  way  and  later  when 
apartments  were  being  shown,  doors  were 
left  open  so  that  tenants  might  see  the 
transformation.  Neither  did  the  manage¬ 
ment  offer  to  rehabilitate  apartments 
upon  renewal  of  leases.  The  initiative  was 
left  up  to  the  tenants  in  whom  a  desire 
for  a  more  attractive  apartment  was 
created.  Then  a  price  was  quoted  and 
maintained. 

During  the  early  stages  of  this  work, 
vacancies  were  deliberately  created.  Ten¬ 
ants  who  were  not  up  to  the  standard  set 
for  the  building  were  encouraged  to  leave. 
In  one  instance,  a  family  with  a  particu¬ 
larly  destructive  child  requested  one  of 
the  modernized  apartments.  They  were 
not  only  refused  this  request,  but  they  were 
asked  to  find  another  apartment  in  sur¬ 
roundings  more  suitable  for  the  rearing  of 
their  problem  child.  Borderline  families 
were  given  small  rental  increases  with 
only  minimum  necessary  cleaning  if  they 
chose  to  stay.  Thus,  apartments  were  made 
available  for  rehabilitation,  and  the  ten¬ 
ancy  of  the  building  rapidly  improved  in 
tone. 

The  good  will  of  the  desirable  tenants 
in  the  building  gradually  increased  as  these 
changes  made  themselves  apparent.  Upon 
what  basis  was  this  successful  campaign 
predicated?  First  of  all,  the  theory  was 
that  people  balk  at  paying  for  improve- 
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ments  that  are  rammed  down  their  throats. 
Most  of  us  have  had  prospects  come  in 
with  the  statement:  “The  management  of 
our  building  put  a  new  carpet  in  our  apart¬ 
ment  and  raised  our  rent ;  they’re  all  wrong 
if  they  think  we’re  going  to  pay  for  their 
improvements.” 

Secondly,  the  program  was  based  upon 
the  same  idea  that  ninety  per  cent  of  all 
printed  advertising  has  as  its  funda¬ 
mental — the  creation  of  desire.  Appealing 
illustrations  and  expertly  worded  copy  are 
designed  to  make  us  want  Glutz  Super 
Ham,  DeLacy  Gowns,  or  the  new  model 
Collapsible  V-Eight. 

Many  people  who  cannot  be  sold  can 
be  made  to  want  to  buy.  In  the  last  five 
years,  advertising  firms  have  made  great 
strides  in  the  development  of  a  new  de¬ 
partment  which  has  to  do  with  the 
designing  of  more  attractive  packages  for 
their  clients’  products.  Their  theory  that 
eye  appeal  gives  their  goods  an  advantage 
over  the  competition  is  strongly  akin  to 
the  tactics  that  the  seller  of  a  rehabili¬ 
tated  apartment  relies  upon  in  creating 
desire. 

The  product,  which  elementally  is  floor 
space  and  shelter,  may  have  no  advantage 
over  the  competition,  but  the  trimming 
may  make  it  far  more  appealing  to  the 
eye,  thereby  justifying  the  higher  rate  at 
which  it  is  held.  A  prospect  may  not  know 
the  A.  B.  C.’s  of  interior  decorating,  but 
harmonious  colors  naturally  appeal  to  an 
innate  sense  of  esthetic  values.  Most  any 
renting  man  will  recall,  if  he  has  shown 
apartments  no  more  than  six  months,  how 
some  wife  has  coaxed  her  husband  into 
paying  five  dollars  over  the  limit  he  has 
set  because  of  a  turquoise  blue  bedroom  or 
a  peach-blossom  dining  room. 

The  other  element  of  this  program  was 
that  of  apparent  independence  and  selec¬ 
tivity.  This  attitude  was  vital  to  the  pro¬ 
gram,  which  would  have  failed  miserably 


had  new  tenants  been  forced  to  suffer 
rowdy  or  careless  famines  as  their 
neighbors. 

This  independence,  which  could  be 
maintained  only  because  of  the  rising 
nature  of  the  rental  market,  of  course,  did 
not  extend  to  those  tenants  who  fitted  into 
the  management’s  conception  of  a  suitable 
tenantry  for  the  building  nor  to  those  pros¬ 
pective  tenants  who  were  obviously  of  a 
better  character.  These  rules  for  estab¬ 
lishing  good  will  were  carefully  followed. 

The  one  exception  to  these  rules  was, 
of  course,  the  matter  of  price.  The  rent 
schedule  set  up  was  closely  followed.  The 
investment  in  modernization  was  apparent 
to  all,  and  no  apology  had  to  be  offered 
for  the  prices  asked.  Those  who  com¬ 
plained  were  told  that  the  price  for  the 
apartment  in  question  could  not  be  changed 
but  that  there  were  other  apartments 
available  for  less  money.  After  looking 
at  the  less  desirable  apartments  that  had 
not  yet  been  modernized,  more  often  than 
not  the  prospect  would  take  the  better 
apartment. 

Undoubtedly,  the  frequent  reference  in 
this  discussion  to  creating  or  maintaining 
good  will  will  seem  overdrawn  in  view 
of  the  fact  that  we  are  considering  a  rising 
market  in  which,  as  a  matter  of  fact,  the 
tenant  can  more  and  more  be  made  to 
take  what  he  is  offered — and  like  it.  How¬ 
ever,  we  feel  that  we  can  not  reiterate  too 
strongly  our  belief  that  the  prestige  of  our 
profession  in  its  present  state  of  develop¬ 
ment  depends  upon  our  avoidance  of  strong 
public  resentment  over  high-handed 
methods. 

The  Field  of  Maintenance 

In  the  field  of  maintenance,  a  red  flag 
of  caution  in  a  rising  market  again  must 
be  waved.  When  apartments  are  easy  to 
rent  and  after  a  howling  demand  for  apart¬ 
ments  shows  itself,  the  renter  is  no  longer 
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in  a  position  to  demand  the  improvements 
that  competition  in  recent  years  made 
mandatory,  and  there  arises  a  strong 
temptation  to  ease  off  maintenance  re¬ 
quirements. 

If  ostensibly  given  his  money’s  worth, 
the  tenant  will  bear  no  great  grudge  as 
the  cost  of  his  living  quarters  rises, 
whereas  he  will  resent  slipshod  mainte¬ 
nance  and  will  be  in  a  far  from  amiable 
mood  when  the  time  to  renew  his  lease 
comes  around  with  another  increase  in 
rent. 

But  our  tenant  relations  are  only  one 
angle  of  the  maintenance  story,  for  when 
neglect  is  involved,  there  is  always  a  day 
of  reckoning  to  be  met.  The  second  con¬ 
sideration  is  the  cost  in  actual  dollars  that 
results  from  careless  maintenance.  It  is 
common  knowledge  that  incompetent  main¬ 
tenance  not  only  multiplies  future  repair 
costs  but  increases  current  operating  costs 
as  well.  And  looking  into  the  future,  the 
cost  in  terms  of  institutional  prestige  must 
not  be  overlooked,  for  while  the  present 
and  the  near  future  may  be  lush  and  rosy, 
clairvoyance  is  not  necessary  to  anticipate 
the  approaching  time  when  present  struc¬ 
tures  will  have  to  compete  for  tenants  with 
newer  and  better  apartments. 

When  the  occupancy  ratio  begins  to  slip 
from  the  lofty  nineties  toward  the  eighty 
bracket,  the  buildings  that  have  main¬ 
tained  their  reputation  for  well-kept  apart¬ 
ments  will  be  in  a  far  better  position  to 
compete  with  their  youthful  brothers. 
Likewise,  the  management  firms  that  up¬ 
hold  a  reputation  for  treating  their  tenants 
fairly  and,  what  is  more  important,  are 
able  to  show  consistently  lower  repair  bills 
than  their  competitors,  because  of  a  con¬ 
sistent  maintenance  policy,  will  naturally 
develop  an  enviable  prestige. 

By  the  suggestion  that  good  mainte¬ 
nance  be  traded  for  good  will  it  is  not  im¬ 
plied  that  gold  door  knobs  should  be  sup¬ 


plied  every  time  a  tenant  expresses  dis¬ 
satisfaction,  nor  that  every  demand  be  met 
when  a  lease  comes  up  for  renewal.  Every 
decision  on  the  reasonableness  or  unreas¬ 
onableness  of  a  request  should  be  made  on 
the  question  of  whether,  one,  the  improve¬ 
ment  is  in  conformity  with  normal  main¬ 
tenance  and,  two,  whether  a  saving  in 
operating  cost  or  a  permanent  improve¬ 
ment  in  rentability  will  justify  the 
expenditure. 

Considering  for  a  moment  the  problem 
of  painted  walls,  it  appears  that  the  pres¬ 
ent  decorating  season  provides  an  excellent 
opportunity  to  institute  the  practice  of 
painting  walls  with  high  grade  paint.  The 
attitude  of  many  toward  this  practice  has 
been  that  the  extra  investment  in  better 
paints  is  wasted,  since  by  the  time  that 
a  benefit  might  be  obtained  by  washing 
when  new  paint  would  otherwise  be  needed, 
the  tenant  will  demand  fresh  paint. 

However,  since  such  a  demand  is 
entirely  unreasonable  and  need  not  be 
acceded  to  in  the  present  market,  the 
opportunity  to  reap  the  benefit  from  the 
washability  of  the  better  paint  removes 
any  objection  to  its  use. 

Maintenance  revolves  upon  prompt 
attention  to  little  things.  A  tenant  may 
complain  of  a  leaking  flush  valve  that 
annoys  him  at  night.  We  can  ignore  or 
forget  about  his  complaint,  but  the  water 
meter  will  continue  to  tick  away  the 
wasted  pennies.  Another  may  complain  of 
insufficient  heat,  and  the  janitor,  instead 
of  renewing  a  bad  air  vent,  sends  more 
coal  out  of  the  windows  through  over¬ 
heating. 

Maintenance  of  today  likewise  always 
involves  the  question  of  tomorrow.  We 
may  whittle  down  a  decorating  bill  by 
eliminating  the  varnishing  of  the  floors, 
but  eventually  when  the  varnish  has  worn 
through  to  the  bare  wood  and  floor  sand¬ 
ing  becomes  necessary  to  remove  stains. 
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etc.,  we  pay  the  piper  with  compound 
interest. 

One  worn  stair  carpet  may  not  inter¬ 
fere  in  the  least  with  renting  an  apartment, 
but  what  about  the  year  when  the  liability 
insurance  inspector  demands  all  stair  car¬ 
pet  to  be  replaced?  How  will  our  report 
on  expenses  appeal  to  the  owner?  Is  he 
going  to  ask  why  these  rugs  were  not 
cleaned  and  turned?  Why  one  or  two  were 
not  replaced  and  the  salvage  used  to  replace 
pieces  showing  greater  wear  while  these 
measures  were  still  possible? 

When  we  give  the  owner  a  recommen¬ 
dation  that  the  roof  be  replaced  with  an 
entire  new  roof,  is  he  going  to  ask  why 
the  roof  was  not  recoated  while  there  was 
still  time  to  protect  it  against  the  weather  ? 
This  year  and  next  year  we  get  by,  turning 
in  beautiful  reports  to  our  clients,  taking 
credit  for  boosting  the  income  of  the  build¬ 
ing,  and  showing  the  impressive  saving  in 
operating  costs  despite  the  advances  of 
prices  for  all  the  commodities  that  go  into 
building  operation,  but  is  our  alibi  going 
to  be  strong  enough  to  cover  up  our  neglect 
when  the  day  of  reckoning  arrives  ? 

External  appearance  can  also  be  neg¬ 
lected  in  a  very  strong  market.  When  a 
renter  has  trudged  miles  looking  for  an 
“Apartment  Available”  sign,  he  is  not 
going  to  bother  about  the  condition  of  the 
stair  hall  decorating,  nor  is  he  going  to 
pass  up  the  building  because  the  shrubbery 
is  getting  sketchy.  Neither  is  our  prize 
tenant  going  to  leave  the  apartment  he 
likes  because  the  outside  of  the  building 
needs  a  coat  of  paint. 

We  can  justify  our  neglect  in  our  own 
minds  with  the  thought  that,  after  all, 
these  external  items  have  chiefly  an  adver¬ 
tising  value  and  to  spend  money  for  such 
nonessentials  is  to  squander  it.  The  bills 
for  reflooring  porches  and  replacing  their 
timber  supports,  to  say  nothing  of  the 
minor  cost  of  replacing  rotted  window 


sash  and  cracked  window  panes,  are  heavy 
expenditures  when  added  to  the  cost  of  two- 
coat  paint  jobs. 

How'ever,  these  economic  lessons  are 
light  when  compared  with  the  greater  and 
more  permanent  loss  involved  in  the  de¬ 
struction  of  prestige.  While  seventy-five 
per  cent  of  urban  apartment  dwellers  do 
not  wander  far  from  a  given  area  within 
the  span  of  a  generation,  there  is  always 
the  possibility  that,  tempted  by  fresher  and 
newer  buildings,  they  will  migrate  to  a 
newly  developing  section.  This  attraction 
is,  of  course,  greater  when  they  become 
aware  of  a  seediness  about  their  apartment 
home.  Therefore,  if  they  are  to  be  held 
when  greener  fields  lure  them,  they  must 
be  constantly  given  surroundings  that  will 
justify  their  pride. 

Following  out  this  line  of  thought,  defi¬ 
nite  consideration  can  very  profitably  be 
given  to  the  advisability  of  a  gradual  mod¬ 
ernization  plan,  with  a  view  to  keeping  the 
building  abreast  of  the  newer  require¬ 
ments,  without  the  vast  expenditure  for 
a  comprehensive  rehabilitation  plan  at  any 
one  time.  First,  of  course,  many  factors 
must  be  studied,  as  follows ; 

Does  the  future  outlook  for  the  building 
promise  to  justify  the  expenditure,  or  is  the 
building  located  in  a  decadent  district  where 
only  immediate  income  is  of  the  utmost 
importance? 

If  this  work  is  done,  will  the  added  income 
be  sufficient  to  permit  recapture  of  the 
investment? 

Can  the  building  hope  to  maintain  a  higher 
occupancy  than  the  competitive  structure  of  less 
far-sighted  operators  and  at  a  sustained  better¬ 
ment  in  rentals? 

The  modernization  program  may  be 
exhaustive  or  superficial,  as  individual 
policy  may  dictate,  but  great  improvement 
may  be  made  without  a  prohibitive  outlay 
of  cash.  The  exact  procedure  can  follow  no 
cut-and-dried  plan — it  must  be  adapted  to 
the  peculiarities  of  the  building. 

Take  the  case  of  one  building,  fairly 
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well  located  and  renting  at  rates  as  high 
as  any  competitive  structure  in  the  sur¬ 
rounding,  moderately  priced  area.  A  pro¬ 
motional  product  of  the  late  boom  it  rates  a 
grade  of  “fair”  in  construction.  Obviously, 
no  immense  expenditure  could  be  justified. 
The  dinettes  are  small  and  relatively  dark 
and  have  panelled  walls,  hung  with  wall 
paper  several  layers  deep.  Since  it  was 
necessary  in  any  case  to  remove  the  wall 
paper,  the  management  decided  to  go  a 
step  further — remove  the  panel  strips  and 
high  dado  mouldings  and  paint  the  entire 
walls.  The  transformation  was  remark¬ 
able — the  rooms  are  now  magically  larger 
and  lighter.  The  first  cost  added  only 
slightly  to  the  decorating  bill,  but  the  sav¬ 
ing  in  maintenance  cost  will  repay  the 
expense  many  times  over  in  the  next  few 
years. 

Antique  stoves,  originally  inadequate, 
are  being  replaced  with  modern  cabinet 
type  ranges  at  the  rate  of  two  a  month. 
Frowzy  sink  bibs  are  being  replaced  with 
chrome  mixing  faucets  at  about  the  same 
rate.  Toggle  switches  with  white  compo¬ 
sition  plates  are  being  substituted  for  wall 
switches  that  go  “hay  wire.” 

The  next  step,  when  income  permits, 
will  be  to  hang  modern  ceiling  fixtures, 
available  at  two  or  three  dollars,  in  place 
of  the  present  corroded,  dust-catching 
dinette  chandeliers.  These  are  all  simple 
changes,  but  they  pay  big  dividends  in 
tenant  satisfaction  and  keep  the  building 
in  pace  with  the  best  of  competition. 

Summary 

While  much  ground  has  been  covered 
in  this  discussion  of  policies  in  a  rising 
market,  the  essentials  of  the  program  are 
simple  and  may  be  briefly  summarized  as 
follows. 

In  order  to  make  rent-raising  as  pain¬ 
less  as  possible,  it  becomes  necessary  to 


prepare  the  tenant’s  mind  for  the  recep¬ 
tion  of  the  idea  and  the  ultimate  reorgan¬ 
ization  of  his  finances.  By  advance  mis¬ 
sionary  work,  he  can  be  shown  that 
economic  pressure  is  forcing  rentals  up 
and  that  his  rent  is  raised  only  as  the 
market  permits.  It  seems  advisable  to 
couch  the  actual  notice  in  a  diplomatic 
letter,  tending  to  show  that  additional  value 
is  being  given  in  return  for  the  additional 
rental. 

Newspaper  publicity  is  recommended  as 
a  ready  medium  for  conditioning  the  public 
mind  to  the  new  order  of  things  in  the 
rental  market.  The  apartment  can  readily 
be  prepared,  through  planned  decorating 
and  attention  to  small  items,  so  that  it 
will  sell  itself. 

When  increased  value  is  being  sold, 
subtle  advertising  seems  helpful.  Utilizing 
the  important  first  impression,  obvious  ex¬ 
ternal  improvements  should  be  made  and 
the  apartment  itself  given  “eye  appeal”  to 
create  desire.  Present  tenants  can  well 
be  left  to  induce  themselves  to  buy,  but  a 
selective  attitude  is  advised  in  the  choice 
of  tenants.  In  all  final  bargaining  it  seems 
wise  to  maintain  a  price,  once  it  has  been 
fairly  and  correctly  established,  and  to  do 
any  necessary  trading  through  the  medium 
of  minor  maintenance  items. 

“Tomorrow”  is  the  important  item  in 
a  maintenance  policy.  Neglect  of  mainte¬ 
nance  details  usually  results  in  mounting 
costs,  and  often  the  dollar  spent  today 
might  have  been  saved  by  a  quarter  spent 
yesterday. 

The  dominant  theme  through  all  of 
these  thoughts  is  the  mutual  protection  of 
the  real  estate  management  profession 
against  public  resentment  over  increased 
rentals.  By  fair  dealing  with  tenants,  a 
firm  may  retain  its  own  prestige — by  thor¬ 
ough  maintenance  supervision,  it  may  and 
can  retain  the  confidence  of  its  clients. 


Internal  Physical  Structure  of  Urban  Communities 

By  Walter  L.  Greene 


OUR  social  structure  is  representa¬ 
tive  of  the  things  we  desire  and  the 
degree  to  which  we  have  been  able 
to  obtain  them.  It  expresses  our  collec¬ 
tive  progress  toward  a  better  community 
life.  Our  economic  structure  is  an  exposi¬ 
tion  of  the  methods  we  employ  in  the 
manipulation  of  wealth  to  advance  our 
social  status.  Our  physical  structure  em¬ 
braces  those  material  properties  which 
may  be  beneficially  employed  by  man 
either  in  their  original  state  or  after  their 
transformation  through  the  process  of 
manufacture. 

Our  social  structure,  therefore,  repre¬ 
sents  the  motivating  influence  which  im¬ 
pels  our  activity,  through  the  economic 
process,  to  obtain  the  benefits  of  wealth 
from  the  utilization  of  those  properties 
constituting  the  physical  structure.  In 
this  trinity  of  community  structure  it  is 
evident  that  the  social,  economic,  and 
physical  are  one  as  to  substance  but  are 
three  as  to  individuality. 

A  knowledge  of  the  physical  structure 
of  the  community  is  of  great  significance 
to  the  real  estate  man.  From  it  he  is 
able  to  determine  the  methods  employed 
in  past  efforts  to  satisfy  the  community’s 
needs  and  to  measure  thir  effectiveness 
as  contrasted  with  later  developments. 

The  physical  structure  will  be  studied 
here  primarily  as  to  its  individuality  and 
secondarily  as  to  its  relationship  to  the 
social  and  economic  structures.  This  study 
will  include  the  quantity,  type,  and  rela- 
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Association  of  Real  Estate  Boards.  It  contains  a 
wealth  of  ideas  for  property  managers  as  well  as 
for  brokers. — Ed. 


tionships  of  the  fractional  parts  that  de¬ 
termine  its  nature  and  influence. 

There  are  five  principal  categories  to 
be  considered,  namely,  geological  factors, 
climatic  factors,  physical  properties  of  a 
public  nature,  physical  properties  of  a 
quasi-public  nature,  and  physical  proper¬ 
ties  of  a  private  nature.  The  relation¬ 
ship  between  the  many  features  of  these 
categories  and  of  the  categories  themselves 
is  of  the  utmost  significance  to  the  real 
estate  man  who  appreciates  the  necessity 
of  knowing  his  community.  It  is  upon  the 
foundation  of  such  knowledge,  coupled 
with  an  understanding  of  the  social  and 
economic  characteristics,  that  he  becomes 
qualified  to  be  effective  in  creative  selling, 
appraising,  financing,  building,  and  man¬ 
agement. 

The  physical  improvements  which  man 
has  built  in  his  community  become  a  part 
of  the  heritage  of  younger  generations 
and  are  expressive  of  his  ability  ade¬ 
quately  to  supply  the  needs  of  society. 

There  are  many  types  of  physical  prop¬ 
erties  which  have  been  constructed  only 
to  stand  through  the  years  as  mute  evi¬ 
dence  of  the  wanton  waste  of  natural 
resources.  These  ill-conceived  improve¬ 
ments  are  not  only  wasteful  of  natural  re¬ 
sources — they  represent  both  social  and 
economic  loss. 

It  should  be  recognized  in  the  begin¬ 
ning  that  we  are  dealing  with  a  subject 
of  intense  interest  and  great  magnitude, 
that  analyses  of  almost  every  conceivable 
character  have  been  made  in  our  long 
efforts  better  to  understand  this  subject 
in  its  many  ramifications.  It  is  also  fitting 
that  we  appreciate  the  measure  of  ad¬ 
vancement  attained  through  city  and  re- 
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gional  planning  commissions  and  the  ex¬ 
ercise  of  zoning  ordinances,  and  we  should 
be  especially  grateful  for  the  direction 
and  example  we  have  received  from  the 
leadership  of  our  large  and  influential  land 
developers.  At  the  same  time  we  should 
also  recognize  the  full  significance  and 
importance  of  the  task  that  lies  ahead  and 
how  new  influences  are  constantly  increas¬ 
ing  the  complexity  of  this  task. 

Every  member  of  society  should  be 
deeply  concerned  with  this  problem  which 
is  of  such  great  significance  in  the  measure 
of  amenities  available  to  him,  but  no  such 
general  interest  can  be  expected.  Progress 
will,  as  in  all  such  cases,  depend  upon  the 
efforts  of  a  very  small  minority,  but  such 
minority  should  include  all  who  aspire  to 
be  Realtors  in  a  degree  which  is  truly 
worthy  of  the  name. 

Geological  Aspects 

We  shall  begin  our  consideration  of  the 
physical  structure  of  an  urban  community 
by  a  consideration  of  its  geological  aspects, 
including  the  kind  and  quality  of  natural 
resources  in  the  community,  both  exploited 
and  unexploited.  These  natural  resources 
are  frequently  the  determining  factor  in 
the  founding  of  a  city  and  in  its  ultimate 
growth.  They  constitute  minerals,  fish¬ 
eries,  timber,  oil,  gas,  water,  and  subsoil. 
They  are  the  raw  materials  to  which  man 
applies  his  talents.  Through  the  process 
of  manufacture,  these  raw  materials  are 
converted  into  articles  of  use,  which  offer 
a  flow  of  benefits,  and  are,  therefore,  pos¬ 
sessed  of  value.  They  constitute  the  basis 
of  our  wealth.  They  offer  the  opportunity 
for  the  constant  enlargement  of  our  wealth 
and  of  the  benefits  derived  therefrom  by 
fulfilling  our  needs  and  wants  and  ele¬ 
vating  our  standard  of  living. 

Our  consideration  of  these  natural  re¬ 
sources  will  necessarily  be  somewhat  lim¬ 
ited  by  reason  of  the  fact  that  we  are  dis¬ 


cussing  here  physical  structures  of  urban 
communities,  which  include  only  the  met¬ 
ropolitan  districts  of  our  cities  within 
which  we  would  not  expect  to  find  large 
bodies  of  timber  or  great  deposits  of  min¬ 
erals.  However,  there  are  a  few  excep¬ 
tions  to  this  rule  as  will  be  noted  in  the 
case  of  Birmingham,  Alabama,  which  is 
one  of  the  few  sections  of  the  world  where 
the  three  necessary  ingredients  for  the 
manufacture  of  iron  and  steel,  namely, 
iron  ore,  limestone,  and  coal,  are  all  found 
in  a  satisfactory  juxtaposition,  and  in 
this  particular  case  they  are  all  within  the 
metropolitan  district  of  the  city.  Other 
exceptions  will  be  noted  in  those  commu¬ 
nities  having  a  number  of  producing  oil 
wells  within  the  metropolitan  district  or 
even  within  the  corporate  limits. 

Water,  of  course,  is  a  factor  of  great 
importance  to  every  community  and  should 
be  considered  under  its  various  functions, 
such  as  are  represented  by  its  analytical 
content  of  purity  for  drinking  purposes 
and  by  its  supply  for  irrigation,  for  navi¬ 
gation,  and  for  hydraulic  power.  The  in¬ 
fluence  of  water  available  for  these  various 
purposes  is  tremendous  upon  the  growth 
and  development  of  communities. 

An  aeroplane  flight  over  Phoenix,  Ari¬ 
zona,  and  Salt  River  Valley  is  a  marvelous 
demonstration  of  the  remarkable  benefits 
of  irrigation.  Here,  one  sees  water  which 
has  been  impounded  by  the  Roosevelt  Dam 
released  gradually,  filling  the  canals  and 
laterals  that  spread  over  a  normally  arid 
community,  thus  transposing  this  area  into 
a  garden  of  beauty  and  productivity. 

Communities  located  so  that  they  do 
not  have  available  an  ample  supply  of  pure 
drinking  water  are  subjected  to  consid¬ 
erable  expense  for  filtration  plant  equip¬ 
ment  or  for  the  transport  of  water  having 
a  more  desirable  chemical  content  from 
distant  regions.  Some  communities  are 
particularly  fortunate  in  possessing  a  sup- 
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ply  of  water  of  unusual  qualities  and  fre¬ 
quently  develop  into  health  resorts  as  a 
consequence  or  become  recreational  cen¬ 
ters,  such  as  in  the  case  of  Silver  Springs, 
Florida,  where  a  tremendous  volume  of 
unusually  clear  spring  water  has  attracted 
thousands  of  tourists.  Other  communi¬ 
ties  become  noted — and  become  particu¬ 
larly  popular  with  sportsmen — by  reason 
of  adjacent  water  suitable  for  all  types 
of  fishing,  from  the  catching  of  mountain 
trout  to  deep  sea  fishing  in  the  south  At¬ 
lantic,  the  Gulf,  and  the  Pacific.  Fishing, 
as  an  industry,  is  in  many  cases  respon¬ 
sible  for  a  large  source  of  community 
income. 

Numerous  examples  are  evident  to  all 
of  us  of  the  benefits  of  hydraulic  power 
and  its  influence  upon  community  life. 
Those  who  are  familiar  with  the  city  of 
Buffalo  or  the  efforts  now  under  way  by 
the  Tennessee  Valley  Authority  will  un¬ 
derstand  fully  the  great  importance  of  this 
use  of  water. 

The  significance  of  water  for  navigation 
is  so  thoroughly  understood  that  we  need 
not  emphasize  this  point  except  as  a  re¬ 
minder  of  the  manner  in  which  it  is  holding 
its  own  in  competition  with  other  trans¬ 
portation  and  shipping  facilities.  The 
steady  progress  of  the  Inland  Waterways 
Commission  is  resulting  in  a  continual 
enlargement  of  our  navigable  waters. 

The  industrial  ship  canal  connecting 
Lake  Pontchartrain  and  the  Mississippi 
and  the  miles  of  dock  facilities  at  New 
Orleans  are  sufficient  evidence  of  the 
tremendous  influence  of  navigable  waters 
to  the  social,  economic,  and  physical  struc¬ 
tures  of  our  communities. 

Quite  dissimilar  characteristics  are  evi¬ 
denced  throughout  the  various  sections  of 
the  United  States  with  respect  to  subsoil. 
The  matter  of  subsoil  is  important  to  the 
physical  structure  of  the  community 
largely  upon  its  quality  to  furnish  a  firm 


foundation  for  our  buildings.  A  good 
grade  of  clay  or  shale  will  stand  a  pressure 
of  approximately  four  tons  per  square 
foot ;  whereas,  some  sandy  soils  will  stand 
no  more  than  two  tons  per  square  foot.  A 
solid  clay  subsoil  furnishes  a  much  better 
foundation  than  a  stratified  clay  and  sand, 
especially  where  the  sandy  stratum  ap¬ 
proaches  the  nature  of  quicksand.  The 
depth  of  subsoil  is  significant  in  cases 
where  foundations  are  to  be  carried  to 
bedrock.  The  depth  of  subsoil  varies 
greatly  throughout  different  sections  of 
the  country  and  probably  is  at  the  mini¬ 
mum  in  our  northern  areas  which  suf¬ 
fered  the  loss  of  most  of  their  subsoil 
through  the  glacial  period. 

The  availability  of  stone  for  building 
purposes  has  added  much  wealth  to  many 
communities.  This  is  particularly  notice¬ 
able  in  the  Philadelphia  area,  where  we 
find  so  many  beautiful  residences  and  other 
buildings  of  ashler  and  random  ashler 
construction. 

Indiana  limestone  is  renowned  for  its 
fine  quality  and  flexibility  in  use.  Sand¬ 
stone  is  available  in  many  communities; 
and  at  one  time  brown  sandstone  was  al¬ 
most  the  unanimous  choice  for  residential 
construction  on  Manhattan  Island. 

Our  available  supplies  of  stone  are  also 
important  in  the  construction  of  our  roads, 
streets,  sidewalks,  and  all  forms  of  con¬ 
crete  construction.  There  are  many  va¬ 
rieties  having  many  qualifications.  The 
stone  found  in  the  southern  part  of  Florida 
is  soft  and  pliable  when  quarried  but  hard¬ 
ens  quickly  when  exposed  to  air.  It,  there¬ 
fore,  serves  splendidly  as  a  road  material 
which  can  be  rolled  and  packed  and  al¬ 
lowed  to  harden,  or  it  can  be  quarried  in 
blocks  and  used  in  building  construction 
after  brief  exposure  to  the  air. 

All  of  these  natural  resources  are  used 
in  one  form  or  another  in  the  composition 
of  the  physical  structures  of  our  com- 
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munities.  The  steel  beams,  ceramic  tiles, 
oak  floors,  slate  roofs,  cast  iron,  brass  or 
lead  pipe,  plaster,  paint,  copper  gutters, 
and  all  other  items  which  constitute  our 
physical  structures  are  the  natural  re¬ 
sources  of  our  communities.  Our  wealth 
and  the  measure  of  benefits  which  we  may 
receive  from  it  will  be  proportional  to  the 
wisdom  we  exercise  in  the  use  and  economy 
of  these  resources. 

Climatic  Aspects 

The  physical  structures  of  urban  com¬ 
munities  are  affected  in  many  ways  by  the 
climatic  conditions  prevailing  in  each  geo¬ 
graphical  section.  These  conditions  take 
into  account  temperature,  precipitation, 
relative  humidity,  sunshine,  wind,  fogs, 
hail  storms,  thunder  storms,  tornadoes, 
cyclones,  and  hurricanes.  We  find  their 
influence  expressed  physically  in  our  pub¬ 
lic  improvements,  our  homes,  our  offices 
and  places  of  business,  our  schools,  li¬ 
braries,  factories,  and  in  fact  in  every 
type  of  physical  improvement  in  the  com¬ 
munity. 

Climatic  conditions  are  expressed  in  the 
original  New  England  Colonial  homes, 
where  the  rooms  were  built  around  a  cen¬ 
tral  fireplace  to  receive  the  full  benefits 
of  heating,  and,  conversely,  in  the  South¬ 
ern  Colonial  homes,  where  the  chimneys 
are  placed  at  the  ends  of  the  house  and 
a  wide  hall  extended  through  the  center  to 
increase  the  circulation  of  air. 

Storm  cellars  are  constructed  in  that 
section  of  the  great  plains  frequented  by 
tornadoes.  The  open  porch  that  reaches 
the  height  of  its  grandeur  in  the  Louisiana 
plantation  house  becomes  smaller  and  less 
conspicuous  as  we  advance  northward, 
until  it  finally  disappears. 

The  high-pitched  roofs  of  the  northern 
latitudes,  necessitated  by  heavy  snows, 
become  lower  as  we  go  southward,  until 
they  flatten  out  entirely  in  many  of  the 
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Spanish  type  homes  of  the  semi-tropics. 
Industrial  plants,  schools,  and  recreational 
facilities,  which  in  the  South  are  fre¬ 
quently  constructed  with  large  openings 
in  the  exterior  walls,  become  more  solidly 
incased  as  we  approach  the  colder  climates 
of  the  North. 

Public  improvements  of  every  character 
feel  the  significance  of  local  climatic  con¬ 
ditions.  The  efficiency  of  storm  sewers 
must  be  greater  in  those  areas  recording 
heavy  rainfall.  Water  and  gas  mains  in 
the  northern  climates  must  have  more  pro¬ 
tection  against  freezing  than  is  required 
below  the  frost  line. 

Physical  Improvements  of  a 
Public  Nature 

A  much  larger  portion  of  the  total  phys¬ 
ical  structure  of  a  community  is  evidenced 
in  that  type  of  material  properties  gen¬ 
erally  referred  to  as  public  improvements. 
They  are  constructed  gradually  during  the 
course  of  the  community's  growth,  and  we 
seldom  consider  the  full  importance  of  the 
volume  of  such  improvements.  They  con¬ 
stitute  the  essential  physical  background 
upon  which  we  build  our  city  and  may 
enjoy  its  functions.  Those  items  specifi¬ 
cally  coming  under  the  head  of  physical 
improvements  of  a  public  nature  include 
public  utilities,  such  as  gas  and  water 
mains,  storm  and  sanitary  sewers,  and 
similar  items,  also  streets,  sidewalks,  parks 
and  parkways,  airports,  schools,  munic¬ 
ipal  docks,  aquariums,  athletic  fields,  fil¬ 
tration  plants,  civic  buildings  of  various 
types,  cemeteries,  fire  stations,  post  offices, 
and  other  municipal,  county,  and  federal 
properties  and  improvements. 

The  cost  of  installation  and  maintenance 
of  public  utilities  and  the  degree  to  which 
they  effectively  perform  their  respective 
functions  are  strongly  influenced  by  the 
topography  of  the  community.  Where  the 
terrain  is  relatively  level,  the  cost  of  road 
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building  is  at  a  minimum,  but  where  irreg¬ 
ular  surface  configurations  prevail,  the 
cost  is  appreciably  increased  by  the  neces¬ 
sity  of  providing  proper  grades,  which 
require  costly  cuts  and  fills  and  in  many 
cases  the  building  of  viaducts  over  ravines, 
swamps,  or  valleys  or  the  construction  of 
retaining  walls  and  supports  for  hillside 
streets  or  possibly  a  tunnel  under  the  hill. 
Failure  to  conform  public  utilities  prop¬ 
erly  to  the  topography  invariably  results 
in  excessive  ultimate  cost  even  though 
some  saving  may  have  been  effected  in 
the  original  installation. 

A  better  concept  of  the  value  bestowed 
upon  any  community  by  its  physical  im¬ 
provements  of  a  public  nature  might  be 
acquired  by  considering  such  improve¬ 
ments  as  the  tools  required  to  perform 
our  many  daily  tasks.  Our  public  improve¬ 
ments  constitute  the  tools  of  our  commun¬ 
ity.  With  them  we  provide  transportation, 
communication,  and  sanitation.  They  in¬ 
fluence  our  standard  of  living.  The  degree 
of  their  adequacy  with  respect  to  the  other 
physical  properties  of  the  community  is 
indicative  of  whether  they  effect  a  rela¬ 
tive  economic  loss  or  gain. 

The  significance  of  the  street  pattern  of 
a  given  community  to  its  economic  back¬ 
ground  is  seldom  fully  appreciated  because 
few  of  us,  except  those  who  participate  in 
city  and  regional  planning  activities,  ever 
look  upon  the  problem  of  street  planning 
in  the  nature  of  a  broad  picture  covering 
the  entire  community.  Often  enough  we 
complain  about  this  street  or  that  street, 
either  as  to  its  condition  of  repair  or  its 
functional  ability,  but  we  do  not  seem 
fully  to  recognize  the  importance  which 
the  entire  street  pattern  manifests  upon 
the  economic  life  of  the  community.  If  we 
did,  we  might  lend  our  full  force  of  influ¬ 
ence  to  those  who  are  striving  to  improve 
community  conditions  through  city  and 
regional  planning  measures.  Concentra¬ 


tion  of  population  may  increase  property 
values  to  a  given  point,  but  congestion  of 
street  traffic  wdll  have  an  opposite  effect. 
Any  street  pattern  which  fails  to  provide 
easy  access  from  the  suburban  residential 
communities  to  the  central  business  dis¬ 
trict  creates  a  constant  economic  loss  to  the 
community. 

Physical  Properties — Quasi-Public 

Under  this  classification  we  find  such 
physical  improvements  as  railroad  ter¬ 
minals,  churches,  Y.M.C.A.,  Y.W.C.A., 
Y.M.H.A.,  Y.W.H.A.,  lodges,  fraternal  or¬ 
ganizations,  clubs,  arenas,  theatres,  art 
galleries,  social  agencies,  hospitals,  and 
hotels.  They  are  all  extremely  important 
in  the  physical  structure,  and  the  degree 
to  which  they  adequately  fulfill  their  func¬ 
tions  will  be  representative  of  their  social 
and  economic  value  to  the  community. 
Their  respective  adequacy  is  not  a  matter 
of  numbers  but  a  matter  of  supplying  the 
specific  requirements  and  needs  of  a  com¬ 
munity,  both  from  a  quantitative  and  qual¬ 
itative  point  of  view.  They  are  of  intense 
significance  to  every  phase  of  life  wdthin 
the  community. 

If  we  name  a  few  properties  coming 
within  this  category,  w^e  shall  immediately 
appreciate  the  importance  of  such  prop¬ 
erties  to  their  respective  communities,  for 
example:  Madison  Square  Garden,  Na¬ 
tional  Geographic  Society,  the  Chicago 
Civic  Opera  House,  Churchill  Downs,  Johns 
Hopkins,  Chicago  Planetarium,  etc.  We 
might  add  to  such  a  list  just  a  few  hotels 
to  emphasize  the  drawing  power  of  such 
properties  to  their  respective  communities. 
We  can  fully  appreciate  this  statement 
when  we  recall  such  names  as  the  Chateau 
Frontenac,  Quebec;  Grove  Park  Inn,  Ash- 
ville;  the  Biltmore,  Los  Angeles;  the  St. 
Francis,  San  Francisco ;  the  Breakers, 
West  Palm  Beach;  the  Flamingo,  Miami 
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Beach;  the  Traymore,  Ambassador,  and 
Marlborough-Blenheim,  Atlantic  City. 

The  physical  properties  coming  under 
this  category  have  a  strong  influence  upon 
the  social  and  economic  life  of  the  com¬ 
munity.  They  are  also  in  a  large  degree 
indicative  of  the  existing  social  and  eco¬ 
nomic  order. 

Physical  Properties  of  a 
Private  Nature 

In  this  category  we  shall  consider  such 
improvements  as  factories,  mines,  com¬ 
mercial  buildings,  residential  buildings, 
buildings  used  for  scientific  research,  pri¬ 
vate  schools,  etc.  This  category,  of  course, 
is  the  largest  and  most  important  of  any 
of  those  comprising  the  physical  structure 
of  the  community.  It  represents  the  degree 
to  which  the  individual  members  of  the 
community  have  utilized  the  land  and  its 
natural  resources  for  the  purpose  of  ful¬ 
filling  the  important  needs  of  society. 

Our  larger  commercial  buildings  are 
surrounded  by  many  economic  problems 
which  remain  unsolved  and  which  will 
probably  cause  us  much  concern  for  many 
years  to  come.  The  great  difficulty  lies 
in  our  inability  to  plan  and  design  large 
structures  whose  economic  lives  will  more 
closely  approach  their  physical  lives.  This 
cannot  be  done  by  materially  reducing  the 
physical  life  to  effect  a  saving  in  the  orig¬ 
inal  cost  of  construction  because  the  sub¬ 
standard  character  of  the  structure  would 
immediately  defeat  this  purpose  through 
its  lack  of  attractiveness  to  tenants.  It 
cannot  be  done  sufficiently  at  this  time  by 
the  most  careful  consideration  of  all  avail¬ 
able  information  in  determining  the  type 
and  plan  of  the  contemplated  structure 
because  we  are  unable  to  weigh  those  influ¬ 
ential  factors  which  are  not  yet  evident. 

Although  the  pace  is  slackening,  this 
country  is  still  growing  rapidly,  and  such 
growth  will  continue  to  be  attended  by 


changes  in  our  habits,  our  customs,  our 
likes,  and  our  dislikes.  This  is  a  young 
nation,  and  we  unfortunately  seem  to  de¬ 
mand  our  periodic  spree  of  speculation. 
Stability  has  seldom  been  honored  by  us 
except  upon  occasions  when  we  loudly 
acclaimed  the  absolute  stability  of  infla¬ 
tionary  and  speculative  trends.  History 
shows  us  the  folly  of  this,  but  our  acclaim 
of  stability  in  the  next  wild  ride  will  prob¬ 
ably  reverberate  from  coast  to  coast. 

We  are  an  ambitious  people,  and  esti¬ 
mates  of  the  future  economic  lives  of  large 
commercial  properties  seldom  take  into 
account  the  full  measure  of  influences  of 
an  ambitious  people  such  as  are  reflected 
by  new  inventions,  improvement  in  man¬ 
agement,  technological  advancement,  so¬ 
cial  security  progress,  a  higher  standard 
of  living,  and  better  educational,  recre¬ 
ational,  and  cultural  opportunities. 

Coincidental  with  the  gradual  reduction 
in  the  rate  of  our  population  increase,  we 
shall  acquire  more  and  more  stability,  and 
there  may  be  a  day  in  the  future  when 
the  economic  lives  of  our  large  commer¬ 
cial  properties  will  approximate  their 
physical  lives.  Until  that  day  we  should 
continue  to  work,  as  we  have  in  the  past, 
to  obtain  as  much  improvement  as  pos¬ 
sible.  When  we  consider  the  fact  that  the 
first  steel  frame  building  was  built  only 
about  fifty  years  ago,  we  can  appreciate 
the  progress  that  has  been  made.  It  seems 
almost  impossible  to  improve  the  present 
modern  office  building,  but  it  is  danger¬ 
ous  to  discount  the  advance  of  science, 
especially  in  the  field  of  chemistry. 

We  believe  our  architectural  advance¬ 
ment  has  achieved  an  influence  of  consid¬ 
erable  permanency,  but  we  cannot  speak 
for  the  coming  generations,  and  we  should 
not  forget  that  the  ornate  structures  of 
the  “gay  nineties”  were  considered  an 
architectural  triumph  in  their  day.  In  the 
case  of  our  modem  architectural  type. 
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however,  one  thing  seems  to  be  well  estab¬ 
lished — we  have  utilized  all  of  the  space 
for  rental  purposes  that  is  possible  with 
the  use  of  present  building  materials. 

Quite  different  circumstances  are  found 
in  the  smaller  commercial  properties  that 
comprise  a  large  portion  of  our  physical 
structure.  In  established  trading  sections 
these  buildings  are  closely  associated  and 
have  little  or  no  individuality  except  the 
appearance  of  their  street  elevations.  Their 
economic  life  can  be  prolonged  frequently 
and  considerably  by  reasonable  modern¬ 
ization  expense. 

Modernizing  “Main  Street”  is  truly  a 
practical  and  profitable  operation.  With 
reasonable  expense  these  smaller  struc¬ 
tures,  generally  from  two  to  five  stories 
high,  can  be  completely  transformed  in  ap¬ 
pearance  and  attractiveness.  It  is  difficult 
to  estimate  the  full  influence  of  moderniza¬ 
tion.  It  is  a  compelling  factor  in  the  shift¬ 
ing  of  trade  areas.  Let  the  property  own¬ 
ers  on  a  good  retail  street  sit  idly  by  while 
those  of  an  adjoining  street  modernize 
their  properties — the  relationship  of  prop¬ 
erty  values  will  change  considerably,  and 
unless  the  older  established  street  finally 
dresses  up,  it  will  soon  become  second  or 
third  best. 

There  is  a  distinct  economic  saving  in 
the  modernization  of  store  fronts  which 
preserve  or  renew  their  attractiveness. 
It  extends  their  economic  lives  and  makes 
available  the  benefits  of  a  prolonged  util¬ 
ization  during  their  physical  lives. 

Modernization  in  this  country  has  been 
practiced  very  haphazardly  in  the  past, 
but  all  indications  point  to  the  fact  that 
the  future  will  record  a  quite  different 
story.  The  advent  of  new  materials  and 
the  marked  improvement  in  design  add 
materially  to  the  influence  of  moderniza¬ 
tion  work.  These  factors,  together  with 
the  economic  necessity  of  maintaining 
reasonable  property  income,  will  undoubt¬ 


edly  reflect  their  deep  significance  in  a 
much  larger  volume  of  modernization 
work  than  has  ever  before  been  ap¬ 
proached.  This  work  will  not  be  confined 
solely  to  the  front  elevation  of  buildings 
but  will  extend  to  the  modernization  of 
the  interiors.  Office  buildings,  hotels, 
theatres,  and  other  types  of  physical  prop¬ 
erties  will  be  subject  to  similar  improve¬ 
ment;  but  the  prime  market  for  modern¬ 
ization  work  in  so  far  as  commercial 
properties  are  concerned  seems  to  lie  in 
that  field  of  smaller  commercial  struc¬ 
tures  that  are  so  susceptible  to  the  bene¬ 
ficial  effects  of  modernization. 

The  economic  importance  of  progress 
in  this  direction  can  hardly  be  estimated 
because  it  results  in  a  direct  economy  of 
land  and  of  the  physical  improvements 
thereon,  which  constitute  the  vehicle  of 
productivity.  It  eliminates  waste  and  stab¬ 
ilizes  income. 

One  of  the  problems  confronted  by  the 
real  estate  broker,  which  is  intensely  sig¬ 
nificant  at  this  time  and  promises  to  grow 
in  importance  until  some  reasonable  and 
workable  solution  becomes  effective,  is  that 
associated  with  the  physical  structures 
of  residential  neighborhoods.  Such  phys¬ 
ical  properties  are  generally  constructed 
to  serve  a  definite  purpose,  that  is,  they 
are  constructed  to  furnish  housing  of  a 
particular  character  for  a  predetermined 
class  of  families.  History  shows  us,  how¬ 
ever,  that  they  function  in  this  capacity 
for  only  a  relatively  short  period  of  their 
physical  lives. 

After  they  have  served  their  brief  pe¬ 
riod  of  performing  the  function  for  which 
they  were  constructed,  they  begin  a  long 
period  of  occupancy  transition,  including 
most  of  the  lower  types  of  occupancy, 
which,  of  course,  is  coincidental  with  the 
gradual  decreasing  of  income. 

We  build  residential  properties  having 
an  average  physical  life  of  some  fifty  to 
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one  hundred  years  to  serve  a  definite  eco¬ 
nomic  requirement  that  in  actual  prac¬ 
tice  covers  only  about  ten  to  twenty  per 
cent  of  this  period.  The  solution  of  this 
problem  does  not  lie  in  the  direction  of 
reducing  the  physical  life  of  residential 
properties  because  this  would  coinciden¬ 
tally  reduce  the  attractiveness  demanded 
by  our  established  standard  of  living  and, 
therefore,  defeat  the  very  purpose  it  was 
intended  to  accomplish. 

Modernization  will  play  a  big  part  as 
a  corrective  measure  and  will  undoubtedly 
play  a  larger  part  in  the  future  than  it 
has  ever  done  in  the  past,  but  the  funda¬ 
mentals  of  this  problem  will  be  found  to 
lie  primarily  in  the  social  and  economic 
factors  and  only  secondarily  in  the  phys¬ 
ical  factors. 

When  commercial  properties  have  spent 
their  economic  life,  they  are  generally  de¬ 
stroyed  to  provide  for  the  erection  of  more 
suitable  improvements.  This  policy  does 
not  operate  in  the  same  way  with  regard 
to  residential  properties.  They  first  serve 
one  economic  purpose,  then  retrograde  in 
serving  another  and  lower  economic  pur¬ 
pose  and  continue  this  course  not  only 
until  they  are  unable  to  serve  any  further 
economic  usefulness,  but  they  are  still 
allowed  to  stand  to  create  blighted  areas 
which  are  definitely  detrimental  to  the 
economic  and  social  structure  of  a 
community. 

Their  economic  lives  are  shortened  by 
their  gradual  lower  level  of  occupancy,  and 
this  lower  level  of  occupancy  is  responsible 
for  diminishing  returns,  and  the  diminish¬ 
ing  returns  are  responsible  for  the  lack  of 
maintenance  of  such  properties,  therefore, 
hastening  the  end  of  their  normal  phys¬ 
ical  lives. 

If  we  could  supply  physical  properties 
in  sufficient  quantity  and  of  the  proper 
type  for  the  housing  of  the  various  in¬ 


come  groups  of  our  respective  commun¬ 
ities,  we  would  obviate  the  necessity  of 
handing  down  the  houses  designed  for  the 
higher  income  groups  to  the  next  lower 
level  and  so  on  in  turn  to  each  succeeding 
lower  level,  which  process  does  not  ade¬ 
quately  meet  the  needs  of  any  of  these 
groups  except  the  one  for  which  the  prop¬ 
erty  was  originally  constructed. 

A  greater  appreciation  of  the  value  of 
good  architecture  would  tend  to  eliminate 
a  tremendous  economic  loss  in  the  physical 
properties  of  our  residential  neighbor¬ 
hoods.  It  is  frequently  said  that  a  house 
should  express  the  personality  of  the 
owner.  Unfortunately,  it  would  seem  that 
many  have  considered  this  to  mean  that 
the  house  should  be  expressive  of  all  of 
his  idiosyncrasies.  The  house  may  be  ex¬ 
pressive  of  the  owner’s  personality  and 
at  the  same  time  be  homogeneous  to  its 
locality.  Lack  of  good  architectural  design 
can  tremendously  shorten  the  economic  life 
of  a  residence  irrespective  of  its  potential 
physical  life.  Properties  which  are  ex¬ 
pressive  of  their  localities  are  generally  in 
greater  demand  than  those  that  attempt 
to  exert  an  exotic  influence. 

The  beautiful  stone  houses  of  the  Bal¬ 
timore  and  Philadelphia  region  are  natural 
and  expressive  of  their  environment,  just 
as  the  New  England  Colonial  and  Southern 
Colonial  houses  are  truly  characteristic  of 
their  respective  localities.  The  Spanish 
and  Italian  homes  of  California  and  Flor¬ 
ida,  with  their  elasticity  of  plan,  their 
patios  and  courtyards,  their  low-pitched 
tile  roofs  and  polychrome  decorations,  are 
indeed  appropriate  when  surrounded  by 
palm  trees  and  tropical  foliage  in  those 
sunny  climates.  The  Gothic  and  English 
houses  invariably  add  to  the  beauty  of 
the  foothills  from  which  they  seem  to  grow, 
just  as  the  adobe  house  becomes  a  part 
of  the  desert. 
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Density  of  Physical  Properties 

As  a  group,  real  estate  men  travel  con¬ 
siderably.  Great  numbers  of  them  have 
wide  acquaintanceships  and  are  well  in¬ 
formed  as  to  many  of  our  important  Amer¬ 
ican  cities.  They  are  naturally  interested 
in  the  latest  developments.  They  are  an 
observing  type,  and  they  are  particularly 
inquisitive  as  to  new  ways,  means,  and 
methods  of  promoting  their  business.  It 
might  be  said  of  the  average  Realtor 
away  from  home  that  the  first  thing  he 
will  do  is  to  walk  through  the  central 
business  district,  examine  the  one  hun¬ 
dred  per  cent  retail  zone,  make  a  few  obser¬ 
vations  with  regard  to  the  construction, 
layout,  and  architecture  of  the  office  build¬ 
ings,  and  then  take  a  taxi  for  the  best 
residential  neighborhood. 

He  seems  particularly  interested  in  the 
highest  “front-foot”  values  of  residential 
property  and  admires  the  beautiful  homes 
that  sold  for  upward  of  one  hundred  thou¬ 
sand  dollars.  If  he  feels  a  sense  of  obli¬ 
gation  toward  city  planning,  he  will  drive 
back  to  town  through  the  principal  park¬ 
way,  even  though  it  is  a  more  distant  route 
to  his  terminal.  Having  thus  familiarized 
himself  with  the  community,  he  feels  qual¬ 
ified  to  formulate  opinions  as  to  the  com¬ 
parative  living  standards  of  his  newly 
inspected  community  with  those  he  has 
previously  observed. 

The  Realtor  will  do  well  to  change  this 
procedure  upon  the  next  occasion  he  has 
to  visit  another  community.  Let  him  in¬ 
spect  the  retail  district  and  the  exclusive 
suburban  properties,  but  if  he  wishes  to 
understand  community  life  in  all  of  its 
ramifications,  if  he  wishes  to  understand 
the  physical  structure  of  the  community 
and  the  degree  to  which  it  is  meeting  its 
functional  requirements,  if  he  wishes  to 
relate  these  factors  to  the  important  con¬ 
siderations  of  social  and  economic  signif¬ 
icance,  then  and  in  that  event  he  should 


go  into  the  districts  occupied  by  the  fam¬ 
ilies  of  the  lowest  income  group  and  study 
the  physical  structure  of  these  neighbor¬ 
hoods,  observe  their  social  and  economic 
influence,  and  then  consider  the  degree  to 
which  they  fulfill  their  functional  require¬ 
ments.  Having  done  this,  he  will  awaken 
to  a  new  understanding  of  his  profession. 
He  will  more  fully  appreciate  how  this  type 
of  property,  with  which  he  has  had  no  pre¬ 
vious  dealings,  does  nevertheless  mate¬ 
rially  influence,  in  some  measure,  every 
transaction  in  the  higher  type  of  property 
to  which  he  confines  his  operations. 

The  small  portion  of  a  community  which 
a  visiting  Realtor  usually  observes  cannot 
possibly  give  him  a  reasonable  conception 
of  the  importance  of  his  individual  func¬ 
tion  as  a  real  estate  specialist  or  of  the 
dependence  which  the  people  as  a  whole 
place  upon  his  profession  for  leadership 
in  the  betterment  of  conditions,  which  in 
many  respects  are  today  intolerable. 

Few  of  us  have  any  conception  of  the 
deplorable  conditions  under  which  our  eco¬ 
nomically  poor  families  are  required  to 
live  as  the  result  of  our  present  inability 
to  furnish  housing  accommodations  of  suf¬ 
ficient  quality  to  even  approach  their  sim¬ 
ple  requirements. 

Deplorable  slum  conditions  are  evident 
in  most  of  our  larger  cities  and  result  in 
part  from  an  extreme  density  of  physical 
properties  in  a  given  area.  The  establish¬ 
ment  of  a  slum  area  is  a  gradual  process. 
The  growing  necessity  of  housing  accom¬ 
modations  in  such  an  area  is  responsible 
for  the  continual  building  of  cheap  accom¬ 
modations  until  the  density  of  physical 
properties  become  such  as  to  preclude  the 
possibility  of  further  maintaining  any 
reasonable  standard  of  health,  morals,  or 
general  welfare.  The  economic  status  of 
such  properties  force  them  continually  to 
retrograde  toward  a  worse  condition  of 
disrepair,  and  the  very  existence  of  an  area 
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of  physical  properties  of  this  character 
will  permeate  the  entire  community  with 
a  substandard  social  influence  that  is  det¬ 
rimental  to  every  progressive  effort  toward 
the  establishment  of  a  higher  social  order. 

This  condition  not  only  applies  to  that 
portion  of  the  physical  structure  repre¬ 
sented  by  housing  accommodations,  but  it 
applies  with  equal  force  to  that  portion  of 
our  physical  structure  which  represents 
public  utilities,  such  as  water  mains,  gas 
mains,  storm  sewers,  sanitary  sewers,  side¬ 
walks,  streets,  alleys,  fire  prevention  facil¬ 
ities,  etc. 

These  public  utilities  are  usually  pro¬ 
vided  in  a  measure  adequately  to  serve 
properties  when  such  properties  are  upon 
an  economically  sound  basis.  They  gen¬ 
erally  fall  into  a  state  of  disrepair  as  the 
property  becomes  less  remunerative  and 
seldom  are  they  enlarged  to  meet  the  in¬ 
creasing  demands  of  population  concen¬ 
tration  that  follows  the  density  of  physical 
properties  in  slum  areas.  This  adds  inade¬ 
quate  and  unsanitary  conditions  to  the 
otherwise  deplorable  housing  conditions 
created  by  density  of  physical  properties 
and  concentration  of  population. 

The  effect  of  the  various  factors  of 
influence  operating  upon  a  neighborhood 
which  is  approaching  the  characteristic 
of  a  slum  district  invariably  increases  dur¬ 
ing  the  process  of  such  transition,  and 
there  is  little  hope  for  any  effective  im¬ 
provement  in  such  conditions  or  for  any 
effective  arresting  of  this  trend  except 
possibly  through  the  furtherance  of  our 
efforts  in  city  and  regional  planning  and 
zoning  restrictions.  That  is  why  it  is  so 
important  to  the  Realtor  to  lend  his  assist¬ 
ance  to  those  who  are  taking  the  leadership 
in  this  most  important  issue  of  American 
life. 

It  is  important  too  that  we  consider  with 
the  greatest  of  care  the  probability  of 
being  able  effectively  to  arrest  the  trend 


toward  slum  districts  through  the  prac¬ 
tical  application  of  the  suggestions  re¬ 
cently  made  by  the  National  Association 
of  Real  Estate  Boards  for  the  formation 
of  improvement  districts  in  which  seventy- 
five  per  cent  of  the  property  owners  of 
such  a  district  would  be  vested  with  suffi¬ 
cient  political  rights  to  bring  about  a  more 
economic  use  of  its  present  and  future 
physical  properties. 

Significance  to  the  Realtor 

Our  very  brief  outline  of  the  categories 
constituting  the  physical  structures  of 
urban  communities  can  do  little  more  than 
invite  the  Realtor  to  follow  up  the  many 
important  phases  of  this  broad  subject 
which  is  replete  with  opportunities  for  the 
exercise  of  creative  salesmanship,  con¬ 
structive  management,  sounder  appraisals, 
safer  financing,  and  more  intelligent  build¬ 
ing.  To  be  effective  in  creative  salesman¬ 
ship,  we  must  remember  to  emphasize 
strongly  the  word  “creative”  so  that  we 
may  better  understand  its  requirement — 
that  we  actually  originate  production. 

To  originate  production  in  the  real 
estate  brokerage  business  is  not  nearly  so 
complex  a  problem  as  it  might  appear. 
Its  only  requirement  is  that  we  exert  some 
degree  of  systematic  effort  in  lieu  of  wait¬ 
ing  for  something  to  happen  which  might 
start  us  on  the  road  to  a  sale.  Systematic 
analysis  will  undoubtedly  be  found  more 
productive  than  considerations  of  abstract 
generalities.  For  example,  a  broker  would 
probably  find  it  difficult  to  originate  an 
effective  sales  idea  through  a  consideration 
of  only  the  generalities  germane  to  the 
physical  structure  of  his  urban  commun¬ 
ity.  On  the  other  hand,  if  he  will  study 
carefully  any  one  phase  of  the  physical 
structure,  he  may  find  that  it  will  offer 
sufficient  food  for  thought  to  keep  him 
quite  busily  occupied.  For  the  purpose  of 
illustrating  this  principle,  let  us  look  into 
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the  possibilities  for  creative  selling  which 
are  existing  in  the  category  of  moderniza¬ 
tion  of  physical  improvements. 

Is  there  a  broker  who  conscientiously 
believes  that  no  opportunity  now  exists  in 
his  city  for  the  effective  modernization  of 
a  property  which  would  render  it  more 
saleable?  It  would  probably  be  more  cor¬ 
rect  to  say  that  a  number  of  such  oppor¬ 
tunities  are  now  existing  in  every  reason¬ 
able-sized  American  city  and  are  waiting 
only  for  the  idea  to  be  expressed  and 
interpreted  by  some  active  broker  who 
recognizes  the  benefits  of  creative  sales¬ 
manship  both  to  himself  and  to  his 
community. 

Many  small  commercial  properties,  suf¬ 
fering  from  the  loss  of  tenants  during 
the  past  few  years,  have  been  allowed  to 
depreciate  to  the  degree  that  they  are 
unattractive  to  the  prospective  tenants  now 
coming  into  the  field. 

Each  such  property  is  a  case  study  in 
modernization  for  creative  selling  and  con¬ 
structive  management,  and  many  sales  and 
leases  would  undoubtedly  result  from  a 
serious  consideration  of  these  possibilities 
by  an  aggressive  Realtor  broker  or  man¬ 
ager. 

Another  example  of  the  possibility  of 
creative  salesmanship  through  informa¬ 
tion  gained  in  the  study  of  physical  struc¬ 
ture  lies  in  the  field  of  residential  prop¬ 
erties.  The  broker  who  understands  the 
measure  in  which  existing  physical  prop¬ 
erties  are  adequately  providing  housing 
facilities  for  the  various  groups  of  fam¬ 
ilies  represented  by  their  different  income 
levels  will  be  in  a  reasonable  position  to 
know  which  of  these  groups  should  have 
additional  facilities  provided  for  them 
and  to  what  extent.  Such  a  broker  would 
probably  also  be  informed  as  to  the  avail¬ 
able  supply  of  residential  lots  that  might 
be  suitable  to  meet  the  demands  of  new 
housing  facilities,  and  it  is  entirely  prob¬ 


able  that  information  of  this  character 
will  frequently  result  in  originating  addi¬ 
tional  sales  production. 

Similar  opportunities  lie  in  every  field 
of  the  real  estate  business.  It  does  not 
matter  whether  a  Realtor  specializes  in 
industrial  property,  commercial  property, 
residential  property,  or  whether  he  con¬ 
ducts  a  general  business  dealing  with  all 
of  these.  The  physical  structure  of  his 
community  constitutes  a  research  labora¬ 
tory  in  which  every  Realtor  has  the  oppor¬ 
tunity  of  studying  the  precise  degree  to 
which  the  physical  structure  is  fulfilling 
not  only  the  present  needs  of  the  commun¬ 
ity  but  is  providing  for  its  future  require¬ 
ments.  Wherever  a  deficiency  is  discovered, 
the  opportunity  of  creative  salesmanship 
is  existing  and  awaits  only  the  action  of 
an  aggressive  broker. 

Buildings  constitute  only  a  part  of  the 
physical  structure,  and  many  sales  may 
be  created  from  a  study  of  the  other  fac¬ 
tors,  such  as  public  utilities  and  those 
factors  of  a  geological  or  topographical 
nature. 

Ideas  gained  from  a  consideration  of 
these  factors  will  produce  sales  just  as 
effectively  as  those  gained  from  any  other 
source.  The  development  of  our  cities  is 
replete  with  examples  of  this  type  of  sales¬ 
manship.  We  see  it  in  the  case  of  the 
broker  who  became  convinced  of  the  pos¬ 
sibilities  of  a  hillside  location  as  suitable 
for  a  particular  type  of  residential  prop¬ 
erty  and  whose  idea  was  carried  to  a  suc¬ 
cessful  conclusion  by  the  sale  of  such  prop¬ 
erty  for  such  purpose.  We  see  it  again  in 
the  development  of  string  street  commer¬ 
cial  centers,  in  the  suburban  retail  shop¬ 
ping  districts,  in  the  particular  utilization 
of  an  irregular  lot  at  the  intersection  of 
two  main  thoroughfares,  or  we  see  more 
prominent  examples  in  the  nature  of  air 
leases  where  one  property  has  been  built 
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over  the  top  of  another,  or  we  may  see 
the  evidence  of  these  things  in  the  indus¬ 
trial  and  light  industrial  sections  in  many 
and  varied  ways.  It  all  sums  up  to  one 
conclusion,  which  is  that  creative  sales¬ 


manship  is  not  a  myth  but  a  practical 
application  of  the  Realtor’s  intelligence 
directed  toward  his  determination  of  the 
highest  and  best  use  for  any  property 
under  consideration. 


*  * 


* 


Mandatory  Standards  of  Practice  of 
The  Institute  of  Real  Estate  Management 


1.  Clients’  funds  shall  be  segregated  from 
monies  belonging  to  the  management 
firm  and  shall  be  kept  in  a  separate  bank 
or  bank  account  under  some  such  special 
designation  as  “Owners’  Trust  Fund,” 
so  that  it  is  apparent  that  the  monies 
in  this  fund  do  not  belong  to  the  agent. 

2.  The  segregated  account  or  accounts  of 
clients  shall,  at  all  times,  contain  100 
per  cent  of  all  funds  belonging  to  the 
client  or  clients. 

3.  Clients’  funds  shall  not  be  handled  or 
accounted  for  by  an  officer  or  employee 
who  is  not  bonded. 

4.  Unless  the  client  instructs  otherwise, 
in  writing,  the  agent  shall,  within  the 
first  ten  days  of  each  month,  send  him 
a  check  covering  in  full  the  balance  in 
his  account  on  the  last  day  of  the  pre¬ 
ceding  month,  together  with  a  complete 
itemized  statement  of  receipts  and  dis¬ 
bursements. 


5.  The  managing  agent  shall  have  a 
specific  unaerstanding  with  each  client 
as  to  fees  and  commissions  for  man¬ 
aging,  renting,  and  other  services,  and 
these  charges  shall  be  shown  clearly  on 
the  client’s  monthlj’^  statement  as  items 
paid  to  the  agent. 

6.  The  agent  shall  accept  no  commissions, 
rebates,  discounts,  or  other  benefits 
from  the  management  of  a  client’s 
property  other  than  those  specifically 
agreed  upon. 

7.  When  the  agent  deducts  cash  discounts 
from  bills  or  purchases,  his  statement 
to  the  owner  concerned  shall  show  only 
the  disbursement  of  the  net  amount 
actually  paid. 

8.  The  agent  shall  not  use  advertising 
which  is  inaccurate  in  any  material 
particular  or  which  misrepresents  the 
agent’s  services,  the  client’s  property, 
or  is  otherwise  misleading. 
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Relationship  of  Property  Management  to  the 
Real  Estate  Business 

By  Morton  G.  Thalhimer 


This  business  of  ours,  as  you  well 
know,  is  filled  with  romance  and  ad¬ 
venture  and  with  possibilities  for 
general  improvement  of  the  health  and 
happiness  of  mankind.  By  helping  to  pro¬ 
duce  and  distribute  better  places  in  which 
people  may  work  and  live,  we  are  playing 
an  important  part  in  the  advancement  of 
our  nation. 

What  Is  a  Real  Estate  Business? 

In  approaching  the  subject  of  the  rela¬ 
tionship  of  property  management  to  the 
real  estate  business,  it  is  necessary  that 
we  define  generally  the  activities  of  a  typ¬ 
ical  real  estate  business  on  the  “Main 
Street”  of  our  average  city. 

The  average  real  estate  business  through¬ 
out  the  United  states  deals  generally  in  the 
following  branches  or  departments  of  the 
business : 

1.  Sales. 

2.  Mortgage  loans. 

3.  Insurance. 

4.  Appraisal. 

5.  Real  estate  advice  (Real  Estate  Counselor). 

6.  Securing  of  tenants  and  collection  of  rents. 

It  is  apparent,  of  course,  that  each  of 
these  general  classifications  can  and  should 
be  broken  down  into  a  good  many  sub¬ 
divisions  in  order  that  a  general  concep¬ 
tion  of  the  scope  of  the  business  can  be 
more  clearly  defined  and  understood. 

Sales:  Real  estate  sales  can  be  classified 
into  the  following  minimum  subdivisions 
of  activities : 

A.  Sale  of  residential  properties. 

B.  Sale  of  business  properties. 

C.  Sale  of  industrial  properties. 

D.  Sale  of  subdivision  properties. 

E.  Sale  of  farms  and  estates. 

After  dividing  Sales  into  the  above  min¬ 


imum  classifications,  it  is  apparent  that 
each  of  these  classifications  is  subject  to 
a  further  breakdown.  For  example: 

A.  Residential:  In  dealing  in  the  sale  of  resi¬ 
dential  properties  varying  in  prices  from  five 
hundred  up  to  several  hundreds  of  thousands 
of  dollars,  we  find  the  necessity  of  consider¬ 
ing  the  requirements  of  the  potential  pur- 
cha.sers  in  every  walk  of  life,  their  ability 
to  pay,  the  relationship  of  the  property  to 
their  places  of  employment,  and  the  rela¬ 
tionship  of  the  property  to  various  types  of 
transportation.  It  is  evident  that  the  sale  of 
residential  properties  could  be  subdivided 
into  eight  or  ten  classifications. 

B.  Business:  In  dealing  in  the  sale  of  business 
properties,  we  find  a  normal  subdivision,  as 
follows:  Central  real  estate,  located  in  the 
seventy-five  to  one  hundred  per  cent  business 
locations;  neighborhood  business  locations; 
office  buildings;  loft  buildings ;  etc.;  etc.  Each 
of  these  various  classifications  leads  to  dif¬ 
ferent  types  of  prospective  purchasers  and 
requires  certain  specialized  knowledge  and 
ability. 

C.  Industrial:  Industrial  properties  are  easily 
subdivided  into  many  cla.ssifications :  indus¬ 
tries  doing  a  volume  of  business  from  $25,000 
per  annum  upward  to  hundreds  of  millions 
of  dollars  per  annum;  industries  requiring 
railroad  or  water  facilities;  and  industries 
receiving  all  of  their  raw  materials  by  ex¬ 
press,  bus,  etc.,  and  which  can  be  located 
without  consideration  to  transportation 
facilities. 

D.  Subdivisions :  Subdivision  properties  can  be 
classified  into  many  headings,  ranging  from 
the  sale  of  lots  as  cheap  as  $100,  with  lim¬ 
ited  facilities,  to  the  sale  of  those  highly 
restricted,  ranging  in  price  to  where  a  single 
purchase  amounts  to  upward  of  $50,000  and 
where  every  possible  modern  facility  and 
convenience  must  be  furnished. 

E.  Farms  and  Estates:  This  department  has 
the  opportunity  of  dealing  with  people  in 
many  walks  of  life,  ranging  from  the  small 
chicken  farmer,  who  must  get  his  entire  re¬ 
quirements  within,  let  us  say,  a  figure  of 
$1,500,  up  to  the  gentleman  farmer  to  whom 
the  amount  of  money  is  of  little  or  no  con¬ 
sequence  and  where  the  location  and  social 
environment  are  the  deciding  factors. 
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Mortgage  Loans:  The  average  mortgage 
loan  department  in  the  real  estate  business 
can  be  roughly  subdivided  into  the  follow¬ 
ing  general  types  of  loans : 

a.  Residential. 

B.  Business. 

C.  Farm. 

D.  Industrial. 

Again,  under  this  heading  we  can  continue 
to  subdivide  each  of  the  above,  and  as  a 
matter  of  fact,  there  is  a  distinct  necessity 
for  much  further  subdivision  in  order  to 
know  the  type  of  loan  that  is  applicable 
and  the  source  from  which  various  types 
of  mortgage  loans  can  be  secured. 

Insurance:  There  are,  of  course,  many 
subdivisions  of  the  insurance  department, 
from  fire  insurance  to  all  types  of  wind 
storm,  tornado,  riot,  civil  commotion,  ex¬ 
plosion,  air  craft,  property  damage,  public 
liability,  workmen’s  compensation,  boiler, 
plate  glass,  etc.,  etc.  Many  insurance  de¬ 
partments  in  real  estate  offices  have  highly 
specialized  men  heading  the  important 
subdivisions  of  the  insurance  business. 

Appraisal:  Practically  the  vast  majority 
of  real  estate  men  feel  perfectly  capable 
of  making  appraisals  of  various  types  of 
property  in  the  communities  in  which  they 
are  active.  So  much  has  been  written  about 
appraisal  work,  and  such  outstanding  ad¬ 
vances  have  been  made  by  the  American 
Institute  of  Real  Estate  Appraisers,  that 
for  the  purpose  of  this  discussion  it  is  suf¬ 
ficient  to  state  that  appraisal  work  can  cer¬ 
tainly  be  subdivided  into  many  classifica¬ 
tions,  and  the  appraiser  is  in  need  of  expert 
knowledge  of  every  phase  of  the  property, 
including  an  intimate  knowledge  of  the 
earning  capacity  of  the  property,  before 
he  can  really  qualify  as  an  expert.  There 
are  few,  if  any,  real  appraisers  who,  them¬ 
selves,  feel  capable  of  appraising  every 
type  of  real  estate. 

Real  Estate  Advice:  The  average  well- 
informed  real  estate  agent  is  constantly 
asked  to  act  in  an  advisory  capacity  in 


matters  pertaining  to  assessments,  tax  re¬ 
ductions,  condemnations,  the  development 
of  unimproved  property,  the  best  method 
of  marketing  property,  etc.,  etc.  Consid¬ 
erable  thought  is  being  given  to  the  term 
“Real  Estate  Counselor.”  In  several  im¬ 
portant  cities  there  are  men  specializing 
in  giving  real  estate  advice  who  are  not 
actively  engaged  in  any  other  branch  of 
the  real  estate  business,  and  who  are  gen¬ 
erally  known  in  the  business  as  Real  Estate 
Counselors.  However,  real  estate  advice 
and  counselor  work  have  long  been  and 
still  are  an  important  branch  of  the  gen¬ 
eral  real  estate  business.  Here  again,  as  in 
appraisal  work,  expert  knowledge  of  real 
estate  and  rental  income  is  necessary. 

Minimum  Essentials  of  Management 
Department 

Now  let  us  examine  the  absolute  min¬ 
imum  essentials  of  a  well-run  Property 
Management  Department  of  a  general  real 
estate  business.  In  olden  days,  such  essen¬ 
tials  consisted  chiefly  of  putting  up  a  “For 
Rent”  sign  and  waiting  for  a  tenant  to 
come  to  the  agent’s  office;  handing  the 
tenant  the  key  to  the  property  and  quoting 
him  a  rental ;  if  the  tenant  decided  to  rent 
the  property,  the  drawing  up  of  a  very 
simple  form  of  lease;  collecting  the  rent, 
if  the  tenant  could  pay  (and  putting  the 
tenant  out  if  he  could  not  pay) ;  and  then 
remitting  the  rent  some  time  in  the  future 
to  the  owner  of  the  property.  It  was  an 
“order  taking”  business  and  required  little 
initiative  or  creative  ability. 

The  average  Rent  Department,  up  until 
recent  years,  was  generally  handled  by  any 
clerk  in  the  office  who  was  not  doing  any¬ 
thing  else  at  the  particular  time  the  pros¬ 
pective  tenant  walked  into  the  office,  also 
perhaps  a  part-time  collector  and  book¬ 
keeper.  It  has  not  been  until  comparatively 
recent  years  that  the  Rent  Department  of 
a  real  estate  agency  has  evolved  from  a 
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hit-or-miss  “order  taker”  and  “collection 
agenc3r”  to  a  Property  Management 
Department. 

With  the  growth  of  the  average  city  and 
town  in  the  United  States,  with  the  pro¬ 
duction  of  modern  stores,  apartments,  and 
office  buildings,  with  increasingly  high 
taxes,  and  with  mortgage  holders  insisting 
upon  amortization  of  principal,  the  Prop¬ 
erty  Management  Department,  formerly 
the  Rent  Department,  has  found  it  neces¬ 
sary  to  dig  more  deeply  into  the  various 
problems  of  tenant  and  owner,  until  today 
there  are  certain  definite  essentials  that 
are  necessary  in  order  to  successfully  op¬ 
erate  a  Property  Management  Department. 

To  best  illustrate  the  importance  of  this 
matter,  I  should  like  to  refer  to  a  course 
given  under  the  supervision  of  The  Insti¬ 
tute  of  Real  Estate  Management  and  the 
National  Association  of  Real  Estate  Boards 
at  the  University  of  Chicago  this  past 
summer.  Mr.  Harry  Taylor,  of  East  Or¬ 
ange,  New  Jersey,  was  Dean  of  this  course 
and  devoted  many  weeks  of  his  time  to 
making  it  possible.  His  services  in  this 
connection  will  go  down  in  the  history  of 
the  Institute  as  the  first  big,  constructive 
step  in  the  direction  of  creating  a  per¬ 
manent  means  of  educating  men  to  take 
important  parts  in  property  management. 
In  this  course  there  were  approximately 
seventy  lectures  given,  all  of  which  per¬ 
tained  directly  to  various  important  phases 
of  the  management  business.  It  would  be 
impossible,  in  this  short  discussion,  to  do 
any  more  than  touch  upon  the  most  impor¬ 
tant  headings,  which  might  help  indicate 
their  bearing  upon  the  management  busi¬ 
ness  and  upon  the  real  estate  business  as 
a  whole.  The  following  subjects  were  dealt 
with  in  great  detail: 

The  Purpose  and  Functions  of  Real  Estate 
Management. 

Neighborhood  Analysis: 

Physical  Characteristics  and  Improvements. 
Land  Characteristics. 


Risks. 

Purchasing  Power. 

The  Changing  Family. 

Inspection  of  Apartment  Properties. 

Rental  Contracts. 

Property  Analysis,  Highest  and  Best  Use. 
Property  Analysis,  Rehabilitation. 

Property  Analysis,  Remodeling. 

Property  Analysis,  Risk  to  Property. 

Analysis  of  Lease  Forms. 

The  Rental  Schedule. 

Selection  of  Personnel. 

The  Property  Manager’s  Administration  of  the 
Tax  Problem 
Depreciation. 

Owner-agent  Relationship. 

The  Budget. 

The  Functions  of  Salesmanship  in  Relation  to 
Management. 

Securing  of  New  Management  Business. 
Showing  the  Property. 

Closing  the  Lease. 

Advertising: 

General  Principles  of  Rental  Advertisement. 
Commercial  Properties. 

Miscellaneous  Advertising  Ideas. 

Exterior — Maintenance  and  Repairs. 

Air  Conditioning  and  Summer  Cooling. 
Purchasing: 

Specifications  and  Supervision. 

Purchasing  Equipment. 

Purchasing  Supplies. 

Purchasing  Fuel. 

Accounting  in  the  Field  of  Real  Estate  Man¬ 
agement. 

Collections. 

Maintenance  and  Repair  of  Heating  Systems. 
The  Technique  of  Holding  Tenants. 

It  can  be  noted  from  the  headings  men¬ 
tioned  above  that  The  Institute  of  Real 
Estate  Management  has  undertaken  to 
give  careful  study  and  thought  to  the  va¬ 
rious  phases  of  the  management  business 
in  order  to  secure  the  maximum  net  return 
from  real  estate. 

As  you  no  doubt  know,  the  Management 
Institute  insists  that  its  members  subscribe 
to  the  following  as  the  minimum  require¬ 
ments  : 

Individuals  or  firms  who, 

1.  Are  actively  and  reputably  engaged,  with  a 
good  record,  in  the  business  of  real  estate 
management. 

2.  Segregate  clients’  funds  in  a  separate  bank 
account,  or  accounts,  so  that  they  are  never 
comingled  with  funds  belonging  to  the  man¬ 
agement  firm. 

3.  Take  no  commissions,  rebates,  discounts,  or 
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other  benefits  in  connection  with  the  man¬ 
agement  of  property,  on  the  purchase  of 
supplies,  equipment,  repairs,  or  other  serv¬ 
ices,  except  with  the  knowledge  and  approval 
of  the  owners  concerned.  Itemize  any  such 
items  clearly  on  the  owner’s  monthly 
statement. 

4.  Maintain  Fidelity  Bonds  on  all  officers  and 
all  employees  handling  or  accounting  for  cli¬ 
ents’  funds. 

5.  Make  no  charges  to  clients’  accounts  until 
bills  have  actually  been  paid. 

6.  Are  members  of  Member  Boards,  or  Indi¬ 
vidual  Members,  of  the  National  Association 
of  Real  Estate  Boards. 

Assuming,  therefore,  that  property  man¬ 
agement  offices  have  a  well-grounded 
knowledge  of  the  important  fundamentals 
outlined  above  and  that  they  are  willing  to 
subscribe  to  the  principles  of  the  Man¬ 
agement  Institute,  we  can  examine  how 
the  application  of  these  fundamental  prin¬ 
ciples  is  applied  to  several  types  of  individ¬ 
ual  properties. 

Let  us  take  a  simple  piece  of  business 
property,  located  in  a  one  hundred  per  cent 
location  on  the  average  “Main  Street”  of 
any  city  in  the  United  States.  The  prop¬ 
erty  is  vacant  or  will  be  vacant  at  a  cer¬ 
tain  given  date;  it  is  placed  in  charge  of 
a  real  estate  office  whose  duty  it  is  to 
secure  the  most  advantageous  lease  pos¬ 
sible  in  order  that  the  owner  of  the  prop¬ 
erty  may  secure  the  miximum  net  return. 
It  then  becomes  the  duty  of  the  rental 
agent  to  survey  the  property  and  to  come 
to  a  conclusion  as  to  its  maximum  useful¬ 
ness.  Can  the  property  best  be  used  for  a 
drug  store,  a  women’s  specialty  store,  a 
restaurant,  a  shoe  store,  a  five  and  ten  cent 
store,  etc.?  We  know,  of  course,  that  cer¬ 
tain  types  of  business  are  able  to  pay  a 
larger  percentage  on  their  gross  business 
than  others.  The  management  agent  must 
know  the  various  percentages  that  every 
line  of  business  can  afford  to  pay.  He  must 
be  thoroughly  familiar  with  the  purchas¬ 
ing  power  of  the  locality  and  the  oppor¬ 
tunities  for  success  for  any  given  line  of 
business.  Obviously,  it  would  be  a  mistake 


to  rent  the  property  to  a  tenant  who  could 
not  succeed,  or  who,  under  normal  condi¬ 
tions,  could  not  pay  the  agreed  rental.  It 
is  the  duty  of  the  management  agent  to 
recommend  to  the  owner  only  such  a  lease 
as,  in  his  opinion,  represents  the  maximum 
rental  possibilities  of  the  property,  and, 
similarly,  it  is  the  duty  of  the  management 
agent  to  recommend  to  the  owner  the  dec¬ 
lination  of  any  type  of  lease  that  will  not 
absolutely  procure  such  results.  It  takes 
courage,  which  comes  only  from  a  full  and 
complete  knowledge  of  rental  management, 
to  turn  down  an  almost  good  offer  for  a 
vacant  store.  The  difference  between  a 
good  lease  and  a  fair  or  poor  lease  may 
mean  the  difference  of  many  thousands 
of  dollars  in  the  sale  value  or  mortgage 
loan  value  of  the  property  in  question. 

In  determining  the  tenant,  considera¬ 
tion  must  be  given  to  the  insurance  rate 
on  the  building  as  affected  by  the  occu¬ 
pancy,  the  wear  and  tear  on  the  building, 
whether  or  not  the  lease  is  upon  a  net  or 
gross  basis,  and  also  the  question  as  to 
whether  or  not  the  tenant  will  make  all  of 
his  own  repairs  and  improvements,  both 
at  the  beginning  of  the  lease  and  during 
the  term  of  the  lease.  The  length  of  the 
lease,  future  enhancements  in  the  value  of 
the  property,  and  increased  tax  possibili¬ 
ties  must  also  be  taken  into  consideration. 

In  order  to  analyze  these  factors,  the 
rental  agent  must  build  an  intelligent 
budget,  so  that  he  can  show  to  the  owner 
accurately  the  net  return  from  the  prop¬ 
erty  for  the  full  term  of  the  lease.  He  must 
always  bear  in  mind  that  the  value  of  the 
property  is  represented  by  its  net  earning 
power.  To  illustrate : 

I  know  of  a  case  where  the  holders  of 
a  split  mortgage  of  $80,000  were  forced  to 
take  charge  of  a  piece  of  important  busi¬ 
ness  property.  The  bondholders’  represen¬ 
tatives  wanted  to  accept  a  tenant  at  a 
rental  of  $5,000  per  annum  gross,  upon 
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the  theory  that  $5,000  would  pay  taxes  and 
insurance  and  leave  something  over  for 
a  return  on  the  investment — that  two  per 
cent  was  better  than  nothing.  They  were 
also  perfectly  satisfied  to  liquidate  the 
property  at  a  loss  to  the  bondholders  of 
approximately  forty  per  cent  of  the  prin¬ 
cipal,  plus  a  great  deal  of  accrued  interest. 
The  rental  agent  urged  against  the  accep¬ 
tance  of  this  lease,  and  he  finally  prevailed 
upon  the  representatives  of  the  bondhold¬ 
ers  to  refuse  to  accept  it  and  to  keep  the 
property  vacant  until  a  tenant  could  be 
secured  who  could  use  the  property  advan¬ 
tageously.  In  less  than  four  months’  time, 
the  property  was  rented  at  an  average 
rental  of  $10,000  per  annum  on  a  ten-year 
lease.  The  property  was  sold  for  $100,000. 
The  bondholders  received  100  cents  on  the 
dollar,  plus  all  past  due  interest,  and  an 
extra  profit. 

Surely  we  must  give  credit  to  the  Rent 
Management  Department  for  increasing 
the  value  of  this  real  estate  by  many  thou¬ 
sands  of  dollars  by  virtue  of  having  secured 
a  tenant  who  could  use  the  property  to  its 
maximum  usefulness  and  who  could  afford 
to  pay  a  rental  comparable  with  its  value. 

Another  illustration  of  good  manage¬ 
ment,  adding  many  thousands  of  dollars 
to  real  estate  values,  is  as  follows: 

The  bonds  were  in  trouble  on  an  apart¬ 
ment  building  located  in  a  suburban  area ; 
a  bondholders’  protective  committee  was 
formed,  and  the  members  chose  the  serv¬ 
ices  of  a  real  estate  office  that  had  a  com¬ 
petent  Management  Department.  The 
rentals  were  increased  from  $26,000  per 
annum  to  $72,000  per  annum.  The  prop¬ 
erty  was  sold  advantageously,  and  the 
bondholders  received  a  very  much  larger 
dividend  than  originally  was  anticipated. 
In  the  development  of  this  rental  program, 
the  cost  of  operating  the  building  was 
also  materially  reduced,  the  net  result  be¬ 
ing  that  there  was  a  very  much  higher 
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net  return  monthly  for  the  benefit  of  pay¬ 
ment  of  interest  on  the  defaulted  bonds. 

Perhaps  one  of  the  most  important  du¬ 
ties  of  a  management  business  is  shown  in 
the  handling  of  office  buildings.  Take,  for 
example,  an  office  building  with  100,000 
square  feet  of  rentable  floor  area  above  the 
ground  floor.  During  the  period  1930-1935 
the  majority  of  office  building  rentals  in 
the  cities  having  under  one-half  million 
population  were  drastically  reduced,  and 
space  was  rented  at  practically  any  price 
offered  by  a  tenant,  regardless  of  the  cost 
of  the  building,  the  cost  of  operation,  or 
other  leases  in  force.  If  such  a  method  of 
rental  resulted  in  an  average  return  of 
$1.50  per  square  foot,  or  a  total  of  $150,000 
per  annum,  the  value  of  the  office  building 
upon  a  fifteen  per  cent  gross  basis  could 
in  no  event  exceed  a  maximum  value  of 
$1,000,000. 

Assume  that  the  property  was  in  the 
hands  of  a  management  office  that  was 
able,  by  using  the  proper  presentation  of 
floor  plans,  good  salesmanship,  etc.,  in 
showing  the  advantages  of  the  building,  to 
maintain  an  average  rental  of  $2.00  per 
square  foot,  so  that  the  gross  return  from 
the  building  would  be  $200,000  instead  of 
$150,000.  Upon  the  same  basis  of  gross 
return,  the  building  would  have  a  value 
of  $1,333,000.  The  efforts  of  the  agent 
would  have  increased  the  value  of  the 
property  by  $333,000.  In  so  doing,  he  no 
doubt  also  increased  the  prestige,  the  dig¬ 
nity,  and  the  importance  of  the  building, 
thereby  insuring  a  longer  useful  life  for  it. 

These  illustrations  are  given  to  you  so 
that  you  may  distinguish  between  the  Real 
Estate  Management  Department  which 
acts  merely  in  the  capacity  of  an  “order 
taker’’  ready  to  accept  any  offer  made  by  a 
prospective  tenant  vs.  the  management  of¬ 
fice  which  carefully  studies  the  problems  of 
each  individual  property  and  will  not  ac¬ 
cept  nor  recommend  for  acceptance  any 


328 


The  Journal  of  Real  Estate  Management 


lease  that  is  unsound  or  does  not  justify 
acceptance  in  order  to  maintain  the  prop¬ 
erty  at  a  proper  price  level.  Many  proper¬ 
ties  have  had  their  equity  destroyed  and 
in  cases  where  they  were  unencumbered 
have  had  their  value  greatly  depreciated 
by  improper  consideration  and  action  on 
the  part  of  management  agents. 

Of  first  importance  in  building  up  a 
management  business  is  the  necessity  of 
making  a  budget  on  every  piece  of  prop¬ 
erty  being  handled  by  the  management 
office.  This  budget  should  include: 

1.  General  information. 

A.  Size  of  building. 

B.  Approximate  value  of  improvements  and 
value  of  land. 

C.  Assessed  value. 

D.  Amount  of  mortgage,  interst  rate,  amor¬ 
tization,  and  due  date. 

E.  Holder  or  representative  of  mortgage  and 
other  necessary  vital  information. 

2.  Income. 

A.  Lengfth  of  lease. 

B.  Name  of  tenant  and  rating  of  tenant. 

3.  Expenses  per  year. 

A.  Taxes. 

B.  Insurance  of  all  kinds. 

C.  Repairs. 

D.  Reserve  for  refinancing  charges. 

E.  Reserve  for  rent  loss. 

F.  Managfement  charges. 

G.  Reserve  for  depreciation  of  improve¬ 
ments. 

The  budget  may  be  somewhat  more  com¬ 
plicated  for  office  buildings,  large  eleva- 
tored  apartment  houses,  professional  build¬ 
ings,  and  all  buildings  where  various  forms 
of  service  are  rendered.  You  will  find,  how¬ 
ever,  that  these  apparent  complications 
become  considerably  simplified  when  the 
Management  Department  makes  up  a  reg¬ 
ular  standard  budget  form  where  all  the 
various  charges  are  grouped  under  their 
proper  classification,  and  where  the  net 
return  available  for  income  or  interest 
and  amortization  is  clearly  indicated. 

The  use  of  a  property  budget  is  neces¬ 
sary  in  order  that  the  rental  management 
and  the  owner  may  visualize  the  net  earn¬ 
ings  of  the  property  and  determine  intelli¬ 


gently  its  fair  market  value,  also  to  correct 
mistakes  in  rentals  or  carrying  charges 
that  may  have  inadvertently  occurred. 
Many  of  us,  no  doubt,  have  often  had  peo¬ 
ple  come  to  our  office,  wanting  us  to  sell 
their  property,  stating  that  the  property 
has  a  gross  return  of,  let  us  say,  $10,000 
and  that,  therefore,  the  property  should 
easily  be  worth  $100,000.  If  you  have  a 
regular  budget  form,  and  you  work  out 
with  the  owner  the  various  expense  items 
and  find  that  the  net  return  on  the  property 
is,  let  us  say,  only  $2,000,  it  then  becomes 
very  obvious  that  unless  there  is  something 
radically  wrong  with  the  rental  income 
or  with  the  expense  items,  there  is  no  pos¬ 
sibility  of  the  property  being  worth  any¬ 
thing  like  $100,000. 

I  realize,  of  course,  that  there  are  ex¬ 
ceptions  to  every  case,  but  I  am  assuming 
in  this  illustration  that  we  are  dealing 
with  properties  that  are  being  rented  at 
their  fair  market  value  and  are  managed 
reasonably  economically  and  correctly. 

The  Maximum  Usefulness  of  the  Rent 
Management  Department  to 
THE  Owners 

It  is  my  opinion  that  the  Management 
Department  can  accomplish  its  maximum 
usefulness  to  the  owner  of  the  property  if 
the  owner  consults  the  department  where- 
ever  possible  before  the  improvements  are 
created.  Up  to  a  comparatively  recent 
period,  the  owner  would  engage  the  serv¬ 
ices  of  an  architect,  create  stores,  'apart¬ 
ments,  office  buildings,  etc.,  according  to 
the  ideas  of  the  owner  and  the  architect, 
and  would  then  turn  the  same  over  to  the 
real  estate  office  to  secure  the  tenants  and 
to  manage  the  property,  expecting  the  real 
estate  agent  to  produce  a  sufficient  net 
income  to  justify  the  money  spent  on  the 
improvements  as  well  as  a  fair  return  on 
the  then  market  value  of  the  land.  The 
result  of  this  method  has  been  the  creation 
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of  uneconomical  apartments,  office  build¬ 
ings,  and  business  units.  Apartments  have 
been  built  with  separate  batteries  of  eleva¬ 
tors,  with  brick  walls  between  them,  so 
that  the  tenants  in  the  east  wing  of  the 
building  could  not  be  serviced  by  the  eleva¬ 
tors  in  the  west  wing,  with  the  result  that 
the  elevator  operation  in  both  wings  would 
have  to  be  maintained  twenty-four. hours 
each  day.  Economic  usefulness  has  been 
sacrificed  for  architectural  beauty.  Office 
buildings  have  been  designed  with  wasted 
corridor  space,  with  useless  light  wells, 
etc.,  and  there  has  been  an  enormous 
waste  in  capital  outlay,  which  could  have 
been  prevented  had  the  property  manage¬ 
ment  agent  been  called  in  for  consultation 
prior  to  the  erection  of  the  buildings.  This 
is  equally  true  with  stores,  where  upper 
floor  space  has  been  created  for  which 
there  is  no  demand,  where  the  store  space 
has  been  either  too  large  or  too  small, 
or  where  there  has  been  no  consideration 
given  to  the  development  of  sales  base¬ 
ments  or  a  sufficiently  high  pitch  on  the 
first  floor  for  a  mezzanine  floor,  all  of 
which  have  greatly  increased  the  rental 
income,  but  which,  after  the  building  is 
completed,  becomes  impossible  of  accom¬ 
plishment  without  unjustifiable  financial 
outlay. 

Therefore,  it  is  my  opinion  that  the 
property  management  agent  of  the  future 
is  going  to  be  called  into  consultation  more 
and  more  to  express  his  views  and  to  give 
advice  regarding  the  type  of  improvements 
that  should  be  erected,  whose  advice  will 
be  of  great  importance  in  accomplishing 
the  best  possible  net  return  from  the 
property  as  a  whole,  including  land  and 
buildings. 

The  Necessity  of  Property  Manage¬ 
ment’s  Intimate  Knowledge  of 
Various  Types  of  Business 

The  property  management  must  have  an 
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intimate  knowledge  of  the  various  types  of 
business  in  order  that  it  may  render  the 
maximum  service  to  the  landlord  and  the 
tenant. 

I  know  of  a  large  chain  grocery  concern 
which  consulted  a  Realtor  and  engaged  his 
services  in  securing  locations  in  a  certain 
state.  The  Realtor  studied  the  grocery  busi¬ 
ness  very  carefully  and  came  to  the  con¬ 
clusion  that  a  parking  lot  in  conjunction 
with  the  store  would  be  of  tremendous 
value  in  all  locations  where  the  land  was 
obtainable  at  a  sufficiently  reasonable  price 
to  make  this  accomplishment  possible.  The 
idea  was  sold  to  the  grocery  chain  and  put 
into  effect,  with  the  result  that  the  stores 
with  parking  lots  produced  approximately 
forty  per  cent  more  business  than  similar 
stores  without  parking  lots. 

This  idea  has  become  increasingly  pop¬ 
ular  and  has  resulted  in  a  useful  demand 
for  a  larger  amount  of  land  in  connection 
with  various  retail  neighborhood  stores. 

The  same  agent,  representing  a  thea¬ 
tre  company,  suggested  that  its  future  de¬ 
velopment  of  neighborhood  theatres  have 
parking  facilities  wherever  practical.  The 
theatre  company  acquiesced  to  this  thought 
and  took  locations  a  little  farther  out  than 
it  normally  would  have  where  the  land 
was  cheap  enough  to  make  parking  lots 
practical.  The  result  was  a  larger  attend¬ 
ance  at  the  theatre,  which  more  than  jus¬ 
tified  the  additional  cost  for  the  parking 
lot. 

These  illustrations  plainly  show  that 
while  the  problems  confronting  the  man¬ 
agement  department  are  diversified,  they 
can  be  summed  up  by  stating  that  the 
principal  function  of  the  Management 
Department  is  to  secure  the  maximum 
rental  as  well  as  the  maximum  usefulness 
of  the  property  itself,  it  being  obvious,  of 
course,  that  the  maximum  usefulness  will 
result  in  the  largest  possible  net  return. 
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Management  Department  Increases 
Income  of  All  Other  Departments  of 
A  General  Real  Estate  Business 

We  have  previously  noted  that  the  in¬ 
come  in  a  general  real  estate  business  is 
derived  generally  from  the  following  im¬ 
portant  items: 

Sales  Commissions. 

Brokerage  from  Mortgage  Loans. 

Commissions  on  Insurance  Premiums. 

Appraisals. 

Real  Estate  Advice. 

Rent  Commissions  (for  securing  tenants  and 
collecting  rents). 

Perhaps  the  largest  portion  of  the  in¬ 
come  in  the  average  office  is  derived  from 
brokerage  sales  and  from  rent  com¬ 
missions. 

,We  have  long  been  accustomed,  in  im¬ 
portant  brokerage  sales,  to  the  prepara¬ 
tion  of  complete  property  briefs  giving 
accurate  descriptions  of  the  property, 
maps  showing  location,  density  of  popula¬ 
tion,  transportation  facilities,  location  of 
schools,  churches,  shopping  centers,  etc.  It 
is  only  comparatively  recently  that  we  have 
been  developing  rental  briefs,  projecting 
the  earnings  and  expenses  over  a  period 
of  years.  These  rental  briefs  are  being 
made  not  only  for  the  development  of  the 
rental  of  the  property  but  for  the  purpose 
of  showing  to  the  owner  the  approximate 
net  income  that  the  property  will  produce 
over  a  given  period  of  time.  These  pros¬ 
pectuses  or  briefs  vary  as  to  the  individual 
property  as  well  as  the  purposes  for  which 
they  are  prepared.  For  example,  the 
rental  brief  made  up  for  an  office  building 
may  be  made  for  the  sole  purpose  of  show¬ 
ing  its  net  income.  Another  brief  made 
up  for  the  same  building  may  be  made  for 
the  purpose  of  showing  the  cost  of  renova¬ 
tion,  improvements,  tenant  changes,  etc., 
with  the  idea  of  ascertaining  whether  or 
not  the  capital  expenditure  is  justifiable 
in  view  of  the  additional  rent  income  that 
such  expenditure  may  be  reasonably  ex¬ 


pected  to  produce.  Another  rental  man¬ 
agement  brief  may  be  made  up  for  the 
sole  purpose  of  ascertaining  for  the  bond¬ 
holders  the  possibility  of  continued  pay¬ 
ment  of  interest  and  amortization  and  the 
safety  and  security  of  the  loan,  based  upon 
the  rental  income. 

Regardless,  however,  of  the  purpose  for 
which  the  management  brief  is  prepared, 
it  is  unquestionably  the  most  valuable  asset 
that  the  Brokerage  Sales  Department  can 
possibly  have  in  working  out  an  advan¬ 
tageous  sale  of  the  property.  Sale  of  in¬ 
vestment  property  is  primarily  based  upon 
the  earning  possibilities  of  the  property, 
and  the  Management  Department  should 
be  capable  of  accurately  estimating  such 
earning  powers.  Therefore,  I  think  it  is 
conservative  to  state  that  the  Management 
Department  of  a  general  real  estate  office 
is  its  most  valuable  asset,  not  only  in  the 
promotion  of  management  business  but  in 
the  promotion  of  investment  sales.  It  also 
promotes  the  sale  of  homes.  Satisfied  ten¬ 
ants  prefer  to  buy  their  homes  from  the 
real  estate  office  from  which  they  are 
renting. 

Classification  of  Real  Estate  for 
Investment  Purposes 

The  investing  public  has  for  a  number 
of  years  recognized  the  fact  that  impor¬ 
tant  bond  issues  are  analyzed  and  then 
classified  as  to  the  safety  of  the  investment, 
etc.  It  is  understood  that  the  classification 
is  made  only  after  a  careful  anal5rtical 
study  of  the  fundamental  security  behind 
the  bond  issue.  The  public  has  recognized 
that  there  are  certain  outstanding  author¬ 
ities  whose  publications  regarding  the 
classification  of  bonds  are  followed  almost 
universally  by  investors.  It  seems  to  me 
that  there  is  a  possibility,  after  we  have 
properly  developed  our  property  manage¬ 
ment  and  appraisal  technique,  of  classify¬ 
ing  investment  properties  somewhat  along 
the  same  principles  that  bond  issues  are 
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classified.  Such  a  classification,  to  be  of 
any  value,  would  have  to  be  made  by  men 
in  the  community  whose  ability,  integrity, 
and  judgment  can  be  relied  upon.  I  am 
hopeful  that  the  day  will  come  in  the  not 
too  distant  future  when  a  proper  classifi¬ 
cation  will  be  made  of  all  types  of  invest¬ 
ment  property,  somewhat  along  the  follow¬ 
ing  lines : 

AAA:  To  my  mind  this  might  indicate  that  the 
property  was  located  in  the  one  hundred 
per  cent  retail  location;  that  it  was 
leased  to  a  tenant  of  good  financial 
rating  for  a  sufficient  length  of  time  to 
show  a  proper  return  on  the  investment; 
that  the  taxes  of  the  particular  city 
were  reasonable;  that  the  bond  issue  of 
the  particular  city  was  such  that  it  was 
not  anticipated  there  would  be  any  in¬ 
crease  in  the  tax  rate ;  that  the  improve¬ 
ments  were  sound,  etc. 

AA:  This  might  indicate  a  similar  type  of 
property  located  in  a  neighborhood  busi¬ 
ness  area. 

A;  This  might  refer  to  apartments,  flats, 
and  residential  types  of  investment 
property. 

B:  This  might  refer  to  various  types  of 
business  or  residential  properties,  the 
value  of  which  was  subject  to  fluctua¬ 
tion  or  decline. 

C:  This  might  refer  to  speculative  proper¬ 
ties  with  some  income. 

]):  This  might  refer  to  highly  speculative 
properties,  the  value  of  which  might  be 
dependent  upon  certain  possibilities  in 
the  future. 

These  classifications,  I  know,  can  be 
greatly  improved  upon,  and  it  might  not  be 
practical  to  go  beyond  the  classification 
of  business  properties  for  a  start.  It  is  a 
thought  which  I  trust  will  receive  some  de¬ 
velopment  in  the  near  future.  It  is  encour¬ 
aging  for  me  to  tell  you  that  in  certain 
sections  of  the  United  States  trust  funds 
controlled  by  schools  and  colleges  are  seek¬ 
ing  investments  and  have  made  invest¬ 
ments  in  triple-A  types  of  real  estate 
located  in  good,  sound  business  areas.  The 
trustees  of  these  funds  have  come  to  the 
conclusion,  after  a  very  careful  investiga¬ 
tion  of  the  entire  investment  field,  that  a 
certain  percentage  of  the  fund,  if  invested 


in  real  estate,  would  have  certain  distinct 
advantages,  among  which  can  be  noted  the 
production  of  an  income  at  a  satisfactory 
rate  of  return  on  capital  investment;  a 
protection  against  certain  forms  of  infla¬ 
tion;  a  strong  possibility  of  enhancement 
of  principal  invested.  If  this  thought  can 
be  clearly  presented  to  the  guardians  of 
trust  funds  throughout  the  United  States, 
it  will  not  only  prove  advantageous  to  the 
recipients  of  the  income  from  these  trust 
funds,  but  it  will  have  a  sound  and  lasting 
effect  upon  the  investment  field  of  real 
estate. 

The  Management  Department  is  also  the 
source  of  considerable  potential  business 
for  the  Insurance  Department  for  the  ob¬ 
vious  reason  that  property  managed  by  a 
real  estate  office  has  every  opportunity  of 
securing  this  insurance  business.  It  is  also 
an  important  feeder  for  the  Mortgage 
Loan  Department,  giving  to  this  depart¬ 
ment  the  opportunity  of  bidding  on  all 
necessary  financing  and  refinancing  of 
properties.  It  is  also  an  important  devel¬ 
oper  of  business  for  the  appraisal  end  of 
the  brokerage  business,  as  well  as  for  the 
real  estate  counselor.  In  fact,  the  Property 
Management  Department  of  the  real  estate 
business  is  indeed  a  vital  part,  if  not  the 
very  most  important  part  of  any  general 
real  estate  business. 

Conclusion 

Rental  management  must  include  an  in¬ 
timate  and  full  understanding  of  real 
estate  values — of  the  real  estate  needs  of 
the  community,  both  residential  and  busi¬ 
ness;  an  ability  to  judge  and  develop  the 
maximum  possibilities  of  the  property; 
a  full  and  complete  understanding  of 
neighborhood  and  community  trends  and 
growth;  an  intelligent  understanding  and 
well-founded  knowledge  of  every  possible 
future  growth  and  development  of  the  city ; 
a  complete  and  thorough  understanding  of 
the  habits  and  customs  of  the  community ; 
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and,  above  all  else,  the  ability  of  analyzing 
all  of  these  important  factors  and  getting 
a  common  denominator.  The  common  de¬ 
nominator  is  the  securing  of  the  best  pos¬ 
sible  tenant  occupancy  for  the  property 
in  question.  It  is  no  longer  a  matter  of 
guesswork  or  luck  but  rather  the  direct 
result  of  intelligent  study  and  hard  work. 

To  summarize,  the  Property  Manage¬ 
ment  Department  must  be  thoroughly  fa¬ 
miliar  with  the  fundamental  principles  of 
neighborhood  analysis,  depreciation  owner- 
agent  relationship,  advertising  methods, 
maintenance  and  repairs,  best  methods  of 
securing  tenants,  population  changes,  lease 
forms,  rental  values  per  room,  per  square 
foot,  and  per  front  foot,  proper  accounting 
methods  for  real  estate,  best  methods  of 
preparing  accurate  property  budgets,  and 
the  ability  to  prepare  management  briefs. 
With  this  knowledge,  the  Property  Man¬ 
agement  Department  is  able  to  solve  intelli¬ 
gently  the  rental  problems  of  its  clients  and 
to  secure  for  the  property  the  best  possible 
results. 

In  my  opinion,  the  following  important 
points  must  be  fully  developed  by  property 
managers  throughout  the  United  States: 

1.  The  ability  to  analyze  every  possible  influ¬ 
ence  on  real  estate  values  and  to  reach  by 
logical  means  the  proper  conclusions. 

2.  The  ability  to  build  an  accurate  budget  for 
various  types  of  income-producing  prop¬ 
erties. 

3.  The  practice  of  property  managers  to  advise 
owners  before  building  improvements  are 
actually  created. 

4.  The  development  of  an  intimate,  skilled 
knowledge  of  the  various  types  of  business 
occupying  rental  properties. 

5.  The  classification  of  real  estate  for  invest¬ 
ment  purposes,  which  will  be  dependable  and 
acceptable  generally  by  the  public  as  accu¬ 
rate  and  reliable. 

6.  The  coordination  and  distribution  of  all  re¬ 
search  work  for  the  general  benefit  of  Real¬ 
tors  and  the  public  throughout  the  United 
States. 

I  repeat  that  rental  management  is  the 


very  life  blood  of  the  real  estate  business. 
With  good  management,  real  estate  will 
earn  a  proper  return  on  its  fair  market  ' 
value,  which  is  not  possible  to  secure  with¬ 
out  the  assistance  of  an  intelligent  and  com¬ 
petent  Property  Management  Department. 

Never  in  the  history  of  the  real  estate  1 
business  has  the  future  been  so  secure  for  j 
well-managed  real  estate;  never  have  the 
opportunities  been  so  great  for  well-in¬ 
formed  Realtors.  Are  we  going  to  fumble 
the  ball,  through  lack  of  knowledge,  or 
are  we  going  to  carry  this  business  to  a 
higher  plane  by  a  complete  understanding  I 
and  constant  study  of  the  important  prin¬ 
ciples  governing  it?  j 

There  is  no  short-cut  to  success,  no  quick,  | 
fixed  formula  for  money  making  in  the  real  | 
estate  business.  The  day  of  “get-rich-  i 
quick”  schemes,  bluff  and  guesswork,  is 
past.  The  development,  management,  fi¬ 
nancing,  and  sale  of  real  estate  in  the 
future  rest  with  the  well-educated,  well- 
trained  man  of  character,  ability,  and 
energy. 

Realtors  are  recognizing  the  necessity 
of  educating  and  training  men  for  this 
business.  The  National  Association  has 
established  The  National  Real  Estate 
Foundation  for  the  development  of  regular 
courses  in  brokerage,  management,  ap¬ 
praisal,  and  every  branch  of  the  real  estate 
business,  as  well  as  research  work  in  all 
of  these  allied  subjects. 

•  Opportunity  is  knocking  at  our  door. 
Local  real  estate  boards  and  state  and  na¬ 
tional  associations  are  all  cooperating  to 
be  of  assistance  in  securing  the  best  pos¬ 
sible  information  available.  The  rest  is 
entirely  in  the  hands  of  the  individual 
Realtor.  Whether  we  succeed  or  fail  de¬ 
pends  entirely  upon  the  study  and  effort 
we  put  into  the  business. 


Property  Management  from  the  Client’s 
Point  of  View 

By  A.  F.  Mohl 


The  functions  of  the  owner  of  im¬ 
proved  real  estate  in  his  relations 
with  his  manager  may  be  said  to  fall 
into  the  following  two  major  divisions: 

1.  The  selection  and  appointment  of  the  best 
property  manager  for  the  property  in 
question. 

2.  The  follow-up  of  the  manager  handling  the 
property. 

Selection  and  Appointment 
The  selection  and  appointment  of  the 
right  property  manager  is  extremely  im¬ 
portant  to  the  owner  and  is  deserving  of 
much  care.  Too  often  the  owner  follows 
the  course  of  least  resistance  and  employs 
one  of  a  number  of  managers  who  may 
have  solicited  him  or  who  may  have  been 
referred  to  him  by  self-seeking  persons 
without  consideration  of  that  manager’s 
qualifications.  It  is  not  difficult  to  learn 
the  names  of  several  managers  however, 
and  the  problem  is  one  of  selection  rather 
than  one  of  discovery. 

Light  bulbs  or  coal  may  be  selected 
by  the  trial  and  error  method  with  some 
degree  of  success,  but  this  is  a  dangerous 
course  to  pursue  in  the  selection  of  a  man¬ 
ager.  Tenants  of  a  property  like  stability 
and  continuity.  Frequent  management 
changes  make  an  orphan  of  the  property — 
hence,  precautions  should  be  taken  in  the 
first  selection. 

If  he  makes  his  selection  carefully,  the 
owner  will  prepare  a  questionnaire,  either 
mentally  or  written,  and  will  answer  all 
of  the  questions  as  to  each  proposed  man¬ 
ager.  The  manager  whose  questionnaire 
comes  nearest  the  100  per  cent  mark  is 
most  likely  to  obtain  the  appointment. 

Standakds  of  Practice 
The  first  question  asks  whether  or  not 


the  manager  is  a  member  of  The  Institute 
of  Real  Estate  Management.  If  not,  are 
his  standards  of  practice  such  as  would 
qualify  him  for  membership  in  the  Insti¬ 
tute?  An  owner  having  only  one  property 
may  feel  that  a  capable  manager  could  and 
would  manage  that  property  much  more 
successfully  than  could  the  owner  himself. 
Yet,  if  he  feels  that  the  manager  might, 
for  example,  intermingle  the  owner’s  funds 
with  others  or  might  take  commissions 
or  rebates  on  coal  purchases,  the  owner 
may  determine  to  manage  the  property 
himself. 

He  will  want  to  know  that  the  prospec¬ 
tive  manager  uses  precaution  in  handling 
the  owner’s  funds,  that  his  employees  are 
under  surety  bond,  that  there  is  an 
adequate  system  of  internal  audit,  and 
that  checks  must  be  signed  by  two  persons. 

Reputation 

The  next  question  deals  with  the  repu¬ 
tation  of  the  manager.  Does  the  business 
community  regard  him  highly?  Is  he  an 
outcast  among  his  professional  brothers? 
No  owner  desires  to  be  associated  with  a 
manager  who  is  in  disrepute  in  his  commu¬ 
nity  or  his  profession.  Furthermore,  and 
even  possibly  more  important,  the  owner 
should  investigate  the  manager’s  reputa¬ 
tion  among  his  tenants.  If  the  renting 
public  is  unsatisfied  with  the  treatment 
accorded  it  by  the  manager,  then  obvi¬ 
ously  the  manager  will  have  difficulty  in 
obtaining  a  satisfactory  income  from  the 
property. 

Important  also  is  the  class  reputation 
of  the  manager.  If  the  property  in  ques¬ 
tion  is  a  three-apartment  building  and 
dependent  to  some  extent  upon  a  renting 
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office  for  prospects,  the  owner  will  avoid 
employment  of  an  agency  known  as  oper¬ 
ators  of  large  hotels. 

Organization 

The  third  question  has  to  do  with  the 
ability  of  the  manager.  Is  his  staff  too 
large  to  be  effective  and  efficient?  If  it 
is  small,  is  it  well  rounded  out?  Does  it 
have  an  aggressive  merchandising  and 
market  demand  viewpoint?  Is  manage¬ 
ment  a  mere  sideline  of  the  whole  office? 
Does  the  manager  strive  for  scientific 
purchasing?  Does  he  hesitate  to  enforce 
rent  collection  ?  Does  he  know  the  physical 
aspects  of  property  so  as  to  follow  an 
intelligent  maintenance  program?  Is  his 
whole  organization  coordinated  and  headed 
by  a  good  leader?  These  are  things  which 
an  owner  should  buy  when  he  employs  a 
manager.  He  may  get  all  of  these  quali¬ 
fications  in  one  man,  but  he  will  more 
likely  find  a  greater  realization  in  a  well- 
balanced  organization. 

Purchasing  Power 

Next,  the  owner  should  inquire  about 
the  ability  of  the  manager  to  make  satis¬ 
factory  purchases  for  his  building.  He 
should  know  that  he  will  get  the  advantage 
of  volume  purchases  by  the  manager, 
which  he  may  be  unable  to  obtain  himself 
for  his  own  property.  A  good  manager  is 
able  to  get  better  prices  for  many  com¬ 
modities  used  in  a  building.  Frequently, 
his  business  is  such  as  to  warrant  vendors 
in  giving  the  buildings  special  services 
without  charge.  For  example,  coal  dealers 
may  furnish  periodic  inspections  of  the 
heating  equipment,  or  paint  dealers  may 
consult  and  advise  regarding  color  schemes 
and  decorative  results. 

The  prospective  manager  should  be 
required  to  give  the  prices  at  which  he  is 
able  to  purchase  standard  commodities  and 
the  names  of  the  vendors  of  such  merchan¬ 
dise.  Thus,  a  reasonably  safe  measure  of 


purchasing  power  may  be  had  with  a  mini¬ 
mum  amount  of  investigation. 

Management  Policies 
The  owner  should  assure  himself  that 
his  ideas  and  those  of  the  prospective 
manager  will  fit  together  for  harmonious 
operation.  The  manager  may  adopt  broad 
principles  of  policy,  and  the  owner  should 
know  at  the  outset  that  he  will  not  disagree 
completely  with  such  policies.  No  good  can 
be  accomplished  if  the  relationship  be¬ 
tween  the  owner  and  the  manager  is  to  be  a 
continuous  dog  fight. 

This  question  should  be  approached  in 
the  nature  of  an  inquiry;  otherwise,  the 
manager  will  agree  with  the  owner’s  state¬ 
ment  of  policy  to  the  end  that  he  throw  no 
stone  in  his  path  to  the  goal  of  appoint¬ 
ment. 

Location  of  Office 
In  buildings  where  the  management 
pattern  will  not  permit  the  use  of  a  resi-  i 
dent  manager,  the  location  of  the  office  of 
the  prospective  manager  is  important. 
Obviously,  in  order  to  attract  tenants  to 
the  building,  the  manager  should  have 
facilities  for  servicing  their  needs  within  a 
reasonable  distance  from  their  home  or 
their  place  of  business.  The  results 
obtained  will  be  unsatisfactory  if  the  ten¬ 
ant  feels  that  his  landlord  is  so  far 
removed  that  his  service  will  suffer.  This 
factor,  however,  is  of  little  importance  to 
the  building  which  requires  a  full  time  ' 
resident  manager. 

Compensation 

The  last  question  is  perhaps  falsely  the 
most  weighty  factory  in  the  minds  of  many 
owners  in  the  selection  of  a  manager.  How 
much  do  I  pay?  Professional  services  can¬ 
not  be  purchased  upon  a  competitive, 
sealed  bid  basis.  The  sum  total  of  the  first 
six  factors  herein  discussed  far  over¬ 
shadows  the  importance  of  the  fee  in- 
involved. 
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An  alert  manager  will  not  buy  an 
inferior  grade  of  lamp  bulbs  at  a  lower 
price  because  he  knows  that  the  cost  of 
electricity  used  is  many  times  greater  than 
the  cost  of  the  lamp  itself.  A  five  per  cent 
loss  in  lamp  efficiency  will  greatly  exceed 
a  five  per  cent  discount  on  the  cost  of  the 
lamp.  The  cost  of  management  has  the 
same  relationship  to  the  net  return  for  the 
owner  of  a  property. 

As  we  see  it,  there  is  no  mysterious, 
secret  formula  for  good  management. 
Good  management  does  not  result  from  a 
mere  devotion  of  so  many  hours  to  the 
job.  If  the  owner  expects  capable,  hon¬ 
est,  top-notch  scientific  management,  he 
expects  to  pay  a  reasonable  fee.  He  is 
deceiving  himself  when  he  drives  a  bargain 
or  selects  the  lowest  priced  service  because 
he  will  not  even  get  what  he  pays  for  over 
a  period  of  time. 

The  Contract 

It  appears  to  be  customary  to  enter 
into  a  written  contract  between  owner  and 
manager  when  the  manager  has  been 
chosen.  Many  types  of  management  con¬ 
tracts  are  in  use  today.  To  cover  all  of 
the  phases  of  the  relationship  between  the 
owner  and  the  manager,  an  imposing  docu¬ 
ment  must  be  prepared.  There  is  the 
question  of  the  length  of  time  of  employ¬ 
ment,  the  amount  of  compensation  to  be 
paid,  the  question  of  commissions  on 
unexpired  leases  at  the  termination  of  the 
contract,  the  agreement  on  the  question  of 
discounts  and  rebates,  and  many  other 
special  provisions. 

But  is  it  not  about  time  for  property 
management  to  take  on  the  dignity  of  a 
profession?  The  doctor  does  not  require 
a  written  agreement  before  he  performs 
a  delicate  operation  on  the  human  body. 
The  accountant  does  not  require  a  written 
agreement  before  he  examines  the  confi¬ 
dential  records  of  a  business.  Why  should 


the  owner  be  required  to  sign  a  contract 
with  a  manager? 

If  the  manager  is  worthy  of  his  pro¬ 
fession,  his  results  will  merit  continuance 
of  employment.  If  his  work  is  unsatisfac¬ 
tory,  retention  of  his  position  as  manager 
under  the  contract  against  the  desire  of 
the  owner  will  only  disgrace  him  more. 
After  all,  the  relationship  closely 
approaches  that  of  employer  and  employee. 
The  owner  who  employs  a  manager  with 
the  preconceived  idea  of  discharging  him 
within  a  month  or  two  is  not  a  desirable 
client.  Hence,  the  manager  can  gain 
nothing  from  a  long  term  contract,  and  the 
owner  has  many  good  reasons  for  avoid¬ 
ing  such  a  contract. 

The  Follow-Up 

Now  that  the  appointment  of  the  man¬ 
ager  had  been  made,  the  owner  should  not 
and  normally  does  not  forget  the  import¬ 
ant  matter  of  supervision.  The  degree  of 
supervision  and  follow-up  exercised  de¬ 
pends  upon  the  owner.  We  must  assume 
that  he  can  devote  only  a  very  small  portion 
of  his  time  to  this  subject,  that  being  one 
of  his  principal  reasons  for  having  deter¬ 
mined  to  employ  a  manager  in  the  first 
instance.  If  his  full  time  were  available 
for  the  work  and  if  he  were  so  qualified, 
he  would  have  undertaken  the  full  manage¬ 
ment  job  himself.  We  assume  that  because 
of  his  qualifications  or  because  of  his 
other  interests  his  time  can  be  more  profit¬ 
ably  devoted  to  other  fields  of  endeavor. 
Therefore,  he  should  supervise  the  man¬ 
ager  systematically  —  yet  without  lost 
motion  for  both  himself  and  the  manager. 

Handling  Funds 

The  owner  should  require  the  manager 
to  segregate  the  funds  of  his  property  in 
a  proper  trust  or  agency  account.  The  net 
receipts  from  the  building  should  be  trans¬ 
ferred  to  the  owner  promptly  once  each 
month.  The  owner  should  require  evidence 
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that  all  persons  handling  his  funds  are 
properly  covered  with  Fidelity  bonds. 

The  owner  remembers  that  all  actions 
taken  are  taken  in  his  name.  The  manager 
acts  simply  as  his  agent,  and  when  the 
manager  enters  into  a  contract  he  con¬ 
tracts  for  the  owner.  Hence,  the  manager 
should  not  resent  pertinent  inquiry  for  the 
reason  that  the  owner  must  be  assured  of 
protection  for  himself  in  connection  with 
the  acts  of  his  agent. 

Reports 

The  extent  and  type  of  reports  to  be 
submitted  by  the  manager  should  be  agreed 
upon  at  the  outset.  In  the  case  of  very 
small  properties  a  mere  list  describing  the 
amounts  and  the  character  of  the  receipts 
and  disbursements  will  suffice.  In  multiple- 
unit  properties  such  a  report  is  inadequate. 
Where  rentals  are  upon  a  monthly  basis,  a 
transcript  showing  billings,  collections, 
and  receivables  as  to  each  tenant  should 
be  submitted.  This  practice  has  enjoyed 
more  general  use  in  recent  years  than  ever 
before.  The  disbursements  should  be  re¬ 
ported  on  a  form  classifying  the  nature  of 
the  expenses. 

Where  the  manager  has  authority  to 
sign  leases,  the  originals  of  those  executed 
during  the  month  should  be  delivered  to 
the  owner  with  the  report.  The  receipted 
bills  should  accompany  the  report  to  be 
permanently  retained  by  the  owner  as  his 
property. 

The  owner  will  find  a  short  written 
explanation  of  the  unusual  features  about 
the  monthly  accounting  to  be  extremely 
helpful.  For  example,  several  tenants  may 
not  have  paid  their  current  rental  in  the 
month  because  of  their  absence  on  a  long 
vacation.  If  the  manager  anticipates  the 
owner’s  inquiry  by  commenting  on  the 
subject  in  his  report,  it  will  reduce  the 
irritable  inconvenience  to  which  he  is 
otherwise  put.  By  answering  in  advance 


all  of  the  questions  which  the  owner  might 
ask  about  the  report,  the  manager  finds 
less  time  wasted  on  the  part  of  both 
parties,  which  is  obviously  a  thing  to  be 
desired. 

Other  types  of  reports  may  be  found 
desirable  by  the  owner,  depending  upon  ■. 
the  degree  of  supervision  he  wishes  to 
exercise.  He  may  wish  a  daily  report  on  \ 
prospects  interviewed  and  leases  made. 
He  may  wish  a  report  several  times  in  the 
month  on  the  progress  of  collections,  on  the  i 
progress  of  renewing  expiring  leases,  or  | 

on  occupancy  if  it  changes  rapidly.  Special 
types  of  property  may  require  special  | 

reports.  i 

J 

Policies  j 

When  the  owner  has  appointed  a  man¬ 
ager  he  has  determined  to  be  rid  of  | 

annoyance  from  all  the  little  details  of  | 
running  his  property.  He  does  not  want  to  i 
be  required  to  settle  a  dispute  between 
Mrs.  Jones  and  Mrs.  Smith  as  to  which 
one  shall  have  the  use  of  the  laundry  on 
Mondays.  He  does  not  intend  to  sign  an 
order  for  the  replacement  of  a  radiator 
valve  that  has  outworn  its  usefulness. 

Questions  of  policy,  however,  are  of 
sufficient  importance  for  him  to  pass  upon 
after  hearing  the  manager’s  recommenda¬ 
tions.  For  example,  there  is  much  to  be 
said  on  the  subject  of  apartment  painting. 

It  may  or  may  not  be  desirable  to  employ 
a  staff  of  painters  the  year  round.  It  may 
be  desirable  to  use  very  low  priced  paint 
or  very  high  priced  paint.  The  manager 
may  reasonably  be  expected  to  study  each 
such  problem  carefully  and  to  advise  the 
owner  of  his  conclusions  with  the  reasons 
for  such  conclusions.  'The  owner  should 
then  make  the  final  decision. 

The  collection  policy  should  be  set  up 
by  the  owner.  Some  owners  require  that 
a  five-day  notice  be  given  a  tenant  if  the 
rental  is  in  default  over  three  days.  Others 
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adopt  a  more  liberal  attitude  toward  the 
collection  problem.  Probably  one  of  the 
greatest  causes  of  strained  relations  be¬ 
tween  owner  and  manager  is  disagreement 
on  this  subject.  Much  of  this  strife  can  be 
avoided  by  an  agreement  on  policy  before 
the  problem  becomes  critical. 

A  capable  manager  of  many  properties 
is  perhaps  better  qualified  to  make  the 
decision  than  is  the  owner  of  one  property. 
However,  if  he  presents  the  question  to 
the  owner  with  sound  reasons  to  back  up 
his  recommendation,  the  owner  will  more 
than  likely  agree,  yet  will  pridefully  feel 
that  he — the  owner — has  had  the  final 
decision  in  his  own  hands. 

After  all,  the  owner  has  the  greatest 
stake  in  the  property  and  must  retain  to 
himself  a  broad  control  over  its  destiny. 
Yet  he  has  great  need  for  intelligent  pro¬ 
fessional  guidance  from  those  who  devote 
their  full  time  to  the  science  of  expert 
property  management. 

Major  Repairs 

As  a  general  practice,  the  owner  prop¬ 
erly  reserves  the  right  to  pass  judgment 
on  the  actual  expenditure  of  money  for 
items  of  repair  in  excess  of  a  given  amount. 
It  is  the  manager’s  responsibility  to  see 
that  such  major  repair  needs  are  brought 
to  the  attention  of  the  owner  reasonably 
well  in  advance  of  the  time  when  the  work 
should  be  done.  He  should  prepare  the 
specifications  upon  which  contractors  may 
bid,  and  he  should  obtain  enough  proposals 
from  contractors  to  be  able  to  assure  the 
owner  that  the  proposal  which  he  recom¬ 
mends  should  be  accepted  and  is  the  best 
one  to  be  had. 

All  buildings  require  major  repairs 
from  time  to  time  over  a  period  of  years. 
They  can  “get  by”  for  a  year  or  two  upon  a 
minimum  routine  repair  diet,  but  there 
comes  a  day  when  a  new  roof  is  necessary, 
new  refrigerators  are  needed,  tuck-point¬ 


ing  cannot  be  delayed,  or  perhaps  added 
storage  space  should  be  provided. 

Many  owners  adopt  a  “put  it  off”  atti¬ 
tude,  particularly  if  they  expect  to  liquidate 
their  investment  in  a  short  time.  As  a 
matter  of  fact,  even  mediocre  management 
will  perhaps  not  “liquidate”  the  invest¬ 
ment  as  rapidly  as  will  an  indifferent 
program  for  repairs. 

The  manager  who  fails  to  advise,  his 
client  of  major  repair  needs  does  not  serve 
his  client’s  best  interests.  He  may  produce 
an  attractive  paper  profit  by  starving  the 
repair  program,  but  the  day  of  reckoning 
ultimately  comes,  finding  both  the  man¬ 
ager  and  his  client  extremely  embarrassed. 

There  is  on  the  other  hand  the  opposite 
extreme  of  super-repair  consciousness.  It 
is  indeed  an  art  to  be  able  to  maintain  the 
physical  integrity  of  a  property  without 
straining  the  return  on  the  investment  to 
the  owner  in  any  one  year.  The  manager 
will  do  well  to  project  as  accurately  as 
possible  a  full  program  for  repairs  over 
a  period  of  years  making  proper  reserves 
for  such  work  as  becomes  necessary  only 
once  in  several  years. 

The  Budget 

Much  has  been  said  about  budgets  and 
their  adaptability  to  the  real  estate  field. 
The  annual  budget  is  of  utmost  value  to 
the  owner  for  it  helps  him  to  have  a  look 
forward,  based  upon  the  experience  and 
judgment  of  his  manager.  Furthermore,  it 
sets  up  a  definite  program  for  the  man¬ 
ager  to  carry  out  and  a  goal  for  him  to 
attain.  In  fact,  the  adoption  of  a  budget 
is  in  many  respects  identical  with  the 
adoption  of  management  policies,  and  no 
property  of  any  size  should  be  operated 
without  it. 

The  entire  scheme  of  operation  has  its 
birth  in  the  budget.  For  example,  the 
schedule  of  rentals  to  be  quoted  should  be 
established  at  the  time  of  the  budget 
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preparation.  The  prices  are  determined  by 
a  careful  study  of  the  competitive  market. 
Here  the  manager’s  knowledge  and  mer¬ 
chandising  skill  become'  most  important. 
The  final  price  scale  as  agreed  upon  be¬ 
tween  the  owner  and  the  manager  should 
be  established  in  its  relationship  to  the 
ultimate  net  return  on  the  investment. 

The  repair  program  is  coordinated  to 
the  whole  scheme  because  the  annual  re¬ 
pair  appropriation  is  expressed  in  the 
budget.  The  question  of  modernization  and 
major  rehabilitation  must  be  considered  in 
its  relation  to  the  budget.  In  fact,  all  of 
the  financial  problems  of  the  property 
crystalize  in  one  document  when  a  budget 
is  intelligently  and  painstakingly  adopted. 

Financial  Structure 

Few  owners  have  recognized  any  value 
in  requiring  the  manager  to  be  thoroughly 
familiar  with  the  ownership  pattern.  They 
have  a  mysterious  reticence  toward  advis¬ 
ing  the  manager  what  fixed  annual  obliga¬ 
tions  must  be  met  out  of  the  operations  of 
the  property. 

If  the  manager  is  deserving  of  the 
responsibility  of  handling  the  owner’s 
money,  he  most  certainly  can  be  trusted 
with  the  information  as  to  insurance, 
taxes,  Interest,  and  loan  amortization  re- 
quirei^nts.  The  wise  owner  and  the  wise 
manager  both  should  recognize  that  the 
manager  can  exercise  much  better  judg¬ 
ment  on  major  questions  when  he  has  the 
complete  financial  structure  well  in  mind. 
Both  will  approach  all  problems  with  a 


single  viewpoint  much  more  readily  than 
is  possible  where  the  manager  is  com¬ 
pletely  in  a  fog. 

Furthermore,  the  manager  is  almost 
always  in  closer  touch  with  changing  con¬ 
ditions  in  the  mortgage  market,  the  real 
estate  tax  situation,  and  the  improvements 
in  insurance  coverage  possibilities.  He 
makes  it  his  business  to  keep  abreast  of 
these  conditions  and  is  capable  of  render- 
ing  real  service  at  times  to  the  owner. 

Conferences 

Individual  owners  of  small  properties 
have  a  strange  habit  of  making  almost 
daily  contact  with  the  manager.  This  prac¬ 
tice  is  a  pitiful  waste  of  time  for  both— 
but  more  than  that,  it  indicates  that  the 
owner  has  no  confidence  whatsoever  in 
the  manager.  It  would  be  far  better  foi 
him  to  manage  his  own  property  and  forget 
the  manager. 

Periodic  discussions  of  the  property 
are  nevertheless  desirable.  The  occasion 
of  the  delivery  of  the  monthly  report  may 
very  well  serve  as  the  time  for  a  confer¬ 
ence  on  all  the  matters  and  questions  each 
wishes  to  place  before  the  other.  Such 
conferences  should  not  take  the  form  of 
heated  arguments  but  should  rather  be  an 
earnest  consultation  on  the  proper  solution 
of  questions  at  hand.  The  owner  should 
respect  and  heed  the  advice  of  his  manager, 
and  the  manager  should  endeavor  to  sell 
his  ideas  and  judgment  rather  than  at¬ 
tempt  to  dictate  to  and  drive  the  owner. 


Store  Leases 
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The  chief  distinguishing  feature  be¬ 
tween  types  of  store  leases  is  whether 
they  are  “straight”  or  “percentage.” 
In  the  straight  lease,  a  fixed  rental  is 
called  for  during  the  term,  while  in  the 
percentage  lease,  the  landlord  depends,  in 
part,  upon  the  volume  of  business  of  the 
tenant  for  rental  return. 

The  Percentage  Lease 
The  percentage  lease  has  come  into  gen¬ 
eral  use  because  it  establishes  a  rental 
basis  that  in  theory  and  often  in  practice 
is  equitable  to  both  tenant  and  landlord 
over  a  period  of  years.  As  the  tenant 
prospers  he  pays  more  rent,  while  his 
rental  lessens  as  his  volume  of  business 
declines,  until  the  minimum  rental  is 
reached  if  the  lease  provides  for  a  min¬ 
imum  payment. 

In  a  period  of  prolonged  business  de¬ 
cline,  the  fixed  lease  payments  have  proved 
beyond  the  capacity  of  certain  tenants  to 
pay,  and  the  landlord  has  been  forced  to 
dispossess  with  the  risk  of  long  idleness 
for  his  space  or  to  voluntarily  readjust  the 
rent. 

The  percentage  lease  is  intended  to  auto¬ 
matically  adjust  the  rental  payment  to  the 
capacity  of  the  tenant  to  pay  at  that  loca¬ 
tion  and  period.  It  works  equitably  for  the 
landlord,  provided  there  is  a  fixed  mini¬ 
mum  rental  based  upon  the  proportionate 
share  of  taxes  and  running  expenses  on  the 
property  and  assuming  continued  good 
management  and  adaptability  of  the  busi¬ 
ness  selected  for  the  location. 

The  percentage  lease,  although  prin¬ 
cipally  a  protection  to  tenants  against  de¬ 
clining  business  or  the  failure  of  business 
to  materialize  as  estimated,  has  often  been 
used  by  landlords  to  rent  space  that  would 


otherwise  remain  vacant,  also  in  certain 
cases  when  the  landlord  predicts  an  in¬ 
creased  volume  of  business  in  excess  of 
that  anticipated  by  the  tenant.  . 

Received  coldly  at  first,  the  percentage 
lease  has  gained  in  popularity  with  land¬ 
lords  in  certain  circumstances,  as  follows : 

Growing  Business  Zones:  There  are  nu¬ 
merous  real  estate  developments  through¬ 
out  the  country  where  limited  business 
zones  are  almost  certain  to  profit  by  resi¬ 
dential  building  under  way  or  planned  for 
the  future.  The  owner  of  business  build¬ 
ings  in  such  a  zone  may  often  profit  by 
leasing  space  upon  a  percentage  basis. 
With  the  right  tenant  in  the  right  store, 
the  gross  volume  increases  as  the  popula¬ 
tion  grows. 

Special  Locations:  Similarly,  in  certain 
key  locations,  percentage  leases  may  be 
highly  profitable  to  the  landlord.  Store 
leases  made  in  buildings  with  subway  en¬ 
trances,  prior  to  the  opening  of  the  subway 
lines,  are  outstanding  examples. 

A  building  was  erected  in  Queens  at  the 
intersection  of  the  new  Municipal  8th  Ave- 
nue-53rd  Street  Subway  with  the  existing 
transit  lines.  This  building  contained  an 
arcade  entrance  to  the  new  subway;  the 
corner  store  was  leased  to  a  twenty-four 
hour  restaurant  almost  a  year  before  the 
actual  opening  of  the  new  subway  line  at 
this  point.  The  lease  covered  the  present 
situation,  yet  envisaged  the  future.  It  pro¬ 
vided  for  a  nominal  fixed  rental  until  the 
subway  opening,  then  six  per  cent  on  the 
gross  business  with  a  minimum  of  six 
thousand  dollars  per  annum,  payable 
monthly. 

The  landlord  received  a  fair  return  for 
the  space  prior  to  the  subway  opening  and 
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now  receives  a  steadily  increasing  rental 
return,  reflected,  in  part,  by  the  increase 
in  the  number  of  passengers  at  this  point 
from  102,643  during  the  first  month  of 
operation  to  over  289,660  during  the  month 
of  July,  1936. 

To  Rent  Unrentdble  Space:  The  per¬ 
centage  lease  has  often  proved  a  boon  to 
landlords  in  renting  space  for  which  there 
has  been  no  demand  upon  a  fixed  lease 
basis.  Tenants  have  been  induced  to  try 
out  locations  where  they  have  been  offered 
leases  with  no  fixed  rental  payments  other 
than  a  low  minimum  perhaps.  If  the  right 
type  of  business  for  the  neighborhood  is 
selected,  with  a  good  merchandiser  in 
charge,  this  type  of  lease  may  prove  profit¬ 
able  for  both  landlord  and  tenant. 

New  shopping  zones  have  been  created 
by  the  device  of  the  percentage  lease.  Dur¬ 
ing  the  recent  depression  years,  even  some 
of  the  prime  Manhattan  business  zones 
with  numerous  store  vacancies  were  filled 
only  by  the  inducement  of  the  percentage 
lease.  Many  specialty  and  chain  stores  were 
opened  on  Madison  Avenue,  Thirty-fourth 
Street,  and  other  zones  with  leases  upon  a 
percentage  basis.  Some  lost  the  gamble 
and  were  unable  to  do  sufficient  business 
to  meet  the  minimum  or  pay  for  the  fix¬ 
tures  and  other  overhead,  but  many  have 
prospered,  both  for  themselves  and  now 
for  the  landlord. 

To  Introduce  a  New  Product  or  Type 
of  Business:  Other  profitable  percentage 
leases  have  been  made  with  tenants  either 
introducing  a  new  product  or  who  are  cor¬ 
rectly  recognized  by  the  landlord  as  par¬ 
ticularly  progressive.  In  presenting  a  new 
business  device  or  product  to  the  public, 
it  may  not  be  possible  to  undertake  fixed 
rental  pa3mients  in  the  amount  the  space 
would  normally  command  over  a  period, 
yet  if  the  product  succeeds,  a  percentage 
lease  may  prove  of  great  benefit  to  the 


landlord  and  an  essential  to  the  tenant  at 
the  start. 

Pitfalls  of  the  Percentage  Lease 

Some  of  the  pitfalls  of  the  percentage 
lease  include  the  following: 

Poor  Management:  Due  to  the  fact  that 
the  percentage  lease  is  a  partnership  ar¬ 
rangement,  good  management  is  of  the 
greatest  importance  to  the  landlord.  Where 
possible  to  negotiate,  a  long  term  lease 
should  provide  for  recapture  of  the  prem¬ 
ises  if  the  volume  drops  below  an  agreed 
figure.  Even  in  the  shorter  term  leases 
of  five  and  ten  years,  an  increasing  min¬ 
imum  is  a  stimulus  to  better  management. 

In  making  a  percentage  lease,  remember 
that  there  is  no  substitute  for  efficient  and 
honest  management.  Management  is  by 
far  the  most  important  factor  in  determin¬ 
ing  whether  to  enter  into  a  percentage 
lease. 

Acounting  Methods:  For  the  landlord, 
the  ideal  accounting  is  upon  a  monthly 
basis  with  yearly  readjustments.  This  is 
essential  with  the  small  merchant;  other¬ 
wise  the  rental  may  not  be  available,  even 
though  earned. 

Quarterly  accounting  should  be  the  max¬ 
imum,  although  there  may  be  considera¬ 
tions  apart  from  the  immediate  lease  that 
would  justify  semi-annual  settlements  on 
the  percentage  with  nationally  known 
clients.  The  long  period  accounting  not 
only  may  result  in  a  monetary  loss  to  the 
landlord,  but  it  may  increase  the  difficulty 
of  effecting  the  sale  of  his  property,  should 
he  so  desire.  This  is  because  it  is  impos¬ 
sible  to  get  an  accurate  statement  of 
business  done,  and  the  estimates  are 
discounted. 

The  writer  is  familiar  with  a  percent¬ 
age  lease  made  with  a  clothing  concern 
operating  five  large  units.  The  lease  pro¬ 
vided  for  yearly  accounting  and  payment 
of  the  percentage  above  the  minimum. 
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During  the  second  year  of  the  lease,  three 
of  the  units  failed,  and  the  company  went 
into  bankruptcy.  The  unit  in  question  was 
highly  successful  and  earned  several  thou¬ 
sand  dollars  above  the  minimum.  The 
bankruptcy  precluded  collection  of  this 
excess,  which  would  have  been  largely  paid 
if  the  lease  had  provided  for  monthly  or 
quarterly  settlements. 

Unsatisfactory  Accounting:  If  the  ten¬ 
ant’s  accounting  system  is  unsatisfactory, 
it  often  consumes  more  time  to  get  reports 
of  gross  business  on  time  and  in  the  form 
required  than  it  is  worth. 

A  recent  check  of  a  percentage  lease 
on  a  barber  and  beauty  shop  showed  a 
volume  of  business  about  a  hundred  dol¬ 
lars  per  month  less  than  the  minimum  to 
require  an  extra  payment.  Good  months 
and  bad,  the  volume  hardly  varied.  The 
cash  register  in  the  front  of  the  store  was 
regularly  checked,  but  apparently  only  part 
of  the  receipts  from  the  women's  depart¬ 
ment  in  the  rear  ever  reached  the  register. 

Monthly  or  quarterly  signed  statements 
are  usually  required  and  are  essential  to 
the  landlord.  When  practicable,  cash 
register  slips  should  accompany  the 
statements. 

A  semi-annual  or  yearly  audit  is  advis¬ 
able  on  percentage  leases,  except  with  a 
few  prime  concerns,  and  should  be  made 
where  statements  are  delayed. 

If  the  lease  calls  for  monthly  statements 
and  settlements,  insist  on  obtaining  them. 
Delays  may  result  in  requests  for  reduc¬ 
tions,  and  accepting  statements  for  three- 
month  periods,  where  the  lease  calls  for 
monthly,  may  establish  a  course  of  action. 

Control  of  Sublet  Departments:  As  the 
practice  of  certain  large  merchants  to  sub¬ 
let  departments  grows,  new  angles  of  the 
percentage  lease  develop.  This  is  illus¬ 
trated  by  the  women’s  clothing  shops  that 
sublet  hat  and  shoe  departments.  While 
they  may  be  able  to  pay  ten  per  cent  on 


the  clothing  lines,  seven  per  cent  is  the 
usual  rate  for  the  sublet  departments  men¬ 
tioned.  In  such  a  lease,  it  is  important  for 
the  landlord  to  specify  that  not  less  than 
eighty  per  cent  (or  other  agreed  propor¬ 
tion)  of  the  total  gross  volume  must  be 
from  the  main  line. 

Limitation  on  Proximity  of  New  Store: 
In  a  percentage  lease,  it  is  important  to 
guard  against  the  opening  of  the  same 
type  of  store  by  your  tenant  or  affiliated 
company  in  the  event  a  more  favorable 
lease  is  obtained.  This  has  often  been  done 
to  the  detriment  of  the  first  store  opening 
under  a  percentage  lease.  This  may  result 
in  such  a  loss  of  volume  that  the  lease 
should  provide  against  it,  but  in  such  event 
the  landlord  must  similarly  be  prepared 
to  agree  not  to  rent  to  a  competing  unit 
within  the  same  distance. 

In  a  recent  case,  a  clothing  store  lease 
provided  for  a  rental  of  ten  per  cent  of 
the  gross,  with  a  minimum  of  $400,  pay¬ 
able  monthly.  About  eight  months  before 
the  expiration  date  a  new  building  was 
completed  across  the  street,  and  the  ten¬ 
ant  was  offered  more  attractive  terms  than 
the  original  landlord  could  meet  upon  re¬ 
newal.  The  tenant  opened  in  the  new  unit 
and  moved  all  of  his  merchandise,  with 
the  exception  of  a  few  mark-downs,  thus 
effectively  eliminating  all  returns  above 
the  minimum. 

Agreement  to  Use  All  of  Leased  Space: 

The  above  mentioned  case  also  brought 
out  the  need  of  specifically  providing  that 
all  the  space  leased,  except  agreed  storage 
space,  should  be  used  for  merchandising. 
Here  the  merchant  partitioned  off  all  but 
a  few  feet  behind  the  show-windows  and 
removed  the  fixtures  and  stock  to  the  new 
store.  It  was  held  that  he  had  not  vacated 
the  store,  and  the  landlord  was  without 
remedy. 

In  this  connection,  it  is  important  to 
gauge  accurately  the  space  requirements 
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of  the  tenant.  It  is  short-sighted  to  give 
the  tenant  either  too  much  or  too  little 
space  in  a  percentage  lease.  In  rapidly 
growing  communities  too  small  a  space 
may  preclude  the  landlord  from  profiting 
on  the  growth,  as  the  tenant’s  facilities 
may  be  beyond  further  expansion  in  the 
space  provided. 

Store  Hours:  A  percentage  lease  should 
further  provide  that  the  store  must  be 
kept  open  for  business  during  the  business 
hours  of  the  locality.  A  dark  unit  may 
seriously  injure  a  shopping  area  and  reduce 
the  gross  volume  of  several  stores. 

The  “No  Minimum”  Percentage  Lease: 

The  percentage  lease  without  a  guaran¬ 
teed  minimum  is  a  product  of  the  depres¬ 
sion  and  a  device  to  rent  an  inferior  loca¬ 
tion.  The  arrangement  is  basically  un¬ 
sound  for  the  landlord.  It  is  used  as  a 
gambling  device  by  some  tenants  who  will 
try  out  a  location  provided  there  is  no  fixed 
minimum  rental. 

The  landlord  has  fixed  charges  for  op¬ 
erating  expenses,  taxes,  insurance,  and 
interest  and  is  entitled  to  some  minimum 
rental,  even  though  willing  to  risk  profit 
on  improvement  in  business  conditions  or 
the  skill  of  the  merchant. 

Should  the  wrong  tenant  be  selected  for 
the  location  and  no  minimum  provided  for, 
the  landlord  may  take  a  heavy  loss — as 
the  tenant  may  be  content  to  continue  the 
experiment. 

The  minimum  rental  requires  manage¬ 
ment  vigilance  by  the  merchant  in  times 
of  falling  volume;  it  is  some  continuing 
insurance  to  the  landlord  against  inferior 
management ;  and  it  acts  as  a  detriment  to 
the  opening  of  competing  branches  in  the 
same  zone. 

The  failure  to  obtain  a  minimum  is  a 
serious  handicap  to  a  landlord  in  the  sale 
or  mortgaging  of  his  property.  Mortgage 
financing  is  usually  upon  the  basis  of  the 


minimum  rental  with  little  regard  for 
estimated  excess  rentals. 

If  you  have  a  poorly  located  property 
or  one  erected  in  advance  of  shopping  re¬ 
quirements,  then  a  percentage  lease  with¬ 
out  a  minimum  may  be  of  assistance,  but 
there  is  no  excuse  for  it  in  a  sound  shop¬ 
ping  zone. 

High  Percentage  Estimate  vs.  Sound 
Minimum:  Do  not  let  the  estimates  of 
percentage  returns  prejudice  a  sound  min¬ 
imum.  A  sound  minimum  is  essential  for 
the  landlord,  and  if  he  is  lured  into  a  low 
minimum  by  the  bait  of  a  high  percentage 
return,  he  may  seriously  reduce  the  cap¬ 
ital  value  of  his  building. 

Cancellation  Right:  Where  a  fixed  min¬ 
imum  rental  is  not  provided  for,  then  the 
landlord  should  at  least  reserve  the  right 
to  cancel  the  lease  if  the  tenant  fails  within 
a  fixed  period  to  reach  a  certain  volume. 
This  device  has  been  successfully  used  in 
new  shopping  zones,  and  in  some  instances 
the  cancellation  clause  has  been  used  for 
the  first  two  or  three  years,  then  followed 
by  an  option  at  a  fixed  minimum  rental. 

High-Clock  Sections:  It  should  be  borne 
in  mind  that  sections  with  high  clockings 
are  not  good  for  any  and  every  store.  Here 
the  tenant  should  be  selected  carefully  and 
particular  attention  paid  to  the  minimum. 
Where  an  inexpensive  volume  dress  or  hat 
shop  might  succeed  in  a  high-clock  zone, 
the  higher  priced  and  small  volume  would 
fail. 

Effect  of  Percentage  Lease  on  Resale 
AND  Mortgage  Financing 

If  a  business  property  is  erected  for 
resale,  the  owner  will  generally  be  more 
successful  with  straight  leases,  rather  than 
percentage  leases.  In  negotiations  for  sale, 
both  brokers  and  prospective  purchasers 
will  figure  values  based  upon  the  minimum 
rentals  provided;  the  owner’s  estimate  of 
percentage  returns  over  a  minimum  will 
be  disregarded  and  the  value  of  the  prop- 
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erty  depreciated  accordingly.  It  will  take 
greater  sales  effort  to  obtain  proper  recog¬ 
nition  of  value  where  percentage  leases 
are  involved,  even  though  the  property  is 
located  in  a  growing  community. 

To  some  extent,  the  same  situation  is 
met  in  connection  with  mortgage  financing. 
The  lending  institutions  will  base  their 
loan  largely  upon  the  minimums  provided 
for  in  percentage  leases,  with  little  regard 
for  estimated  earnings  above  the  fixed 
minimums.  It  may  still  be  possible  to  close 
the  loan  in  the  required  amount  by  presen¬ 
tation  of  earning  records  above  the  mini¬ 
mum  guarantees,  but  it  will  take  more 
selling  than  if  fixed  rents  were  provided 
for. 

This  further  emphasizes  why  leases 
should  not  be  made  without  minimum 
guaranteed  payments,  even  to  the  large 
chains.  Regardless  of  size,  the  depression 
emphasized  the  fact  that  gross  volumes  can 
drop  far  and  suddenly.  A  building  depen¬ 
dent  upon  percentage  leases  with  no  min¬ 
imum  guarantee  will  be  hard  to  sell  and 
to  finance  with  mortgage  loans.  Also, 
“Who  is  on  the  lease?”  is  a  prime  factor 
in  financing  and  sale.  The  landlord  should 
secure  the  parent  concern  even  though  the 
store  is  operated  in  another  trade  name. 

Percentage  Leases  in  “Cut-Rate”  Zones 

In  renting  space  to  “cut-rate”  stores, 
drug  and  other  types,  the  landlord  must 
realize  that  he  is  lessening  his  chance  in 
the  future  of  negotiating  successful  per¬ 
centage  leases  in  that  zone  to  large  chain 
store  organizations.  Skillful  chain  mer¬ 
chants  realize  that  in  a  field  where  there 
is  cut-rate  competition,  the  chain  will  have 
to  build  up  the  volume  by  cutting  the  mar¬ 
gin  of  profit  and,  under  such  circum¬ 
stances,  a  percentage  lease  might  prove  too 
costly,  as  the  gross  volume  would  be  higher 
and  the  net  return  lower  than  that  in  a 
zone  without  “cut-rate”  competition. 


Alteration  Costs 

The  landlord  should  be  wary  of  agreeing 
to  assume  the  cost  of  plumbing  and  wiring 
for  some  of  the  chains.  This  is  particularly 
true  in  the  case  of  restaurants  and  the 
“five  and  ten”  chains. 

Safeguards  and  Suggestions  for  the 
Percentage  Lease 

The  preceding  enumeration  of  a  few  of 
the  pitfalls  of  the  percentage  lease  indicates 
some  of  the  safeguards  to  watch  for  at  the 
time  of  negotiating  for  a  percentage  lease. 
They  include  the  minimum  fixed  rental, 
payable  monthly,  and  on  an  increasing 
scale  if  in  a  long  term  lease;  accurate  ac¬ 
counting  methods  with  monthly  reports; 
monthly  or  quarterly  settlements ;  require¬ 
ments  that  all  of  the  leased  premises  be 
kept  open  for  business,  specifying  the 
hours,  if  possible;  agreements  to  adver¬ 
tise  when  possible,  and  if  no  minimum, 
then  the  right  to  cancel  if  a  fixed  volume 
is  not  reached. 

Local  Personnel:  The  use  of  local  per¬ 
sonnel,  under  the  direction  of  expert  man¬ 
agement,  will  greatly  aid  the  gross  busi¬ 
ness  in  the  smaller  towns  and  even  in  the 
community-spirited  sections  of  large  cities. 

Merchandise  Credits  and  Sales  Taxes: 
Where  tenants  are  familiar  with  per¬ 
centage  lease  practice,  they  are  usually 
insistent  upon  provisions  for  deductions 
from  gross  volume  equal  to  merchandise 
credits  and  returns.  The  chain  stores  are 
now  providing  for  the  possibility  of  state 
sales  taxes  and  requiring  deductions  for 
the  same  from  the  gross  if  they  are 
imposed. 

An  important  tax  clause  for  the  land¬ 
lord  to  include  is  the  requirement  on  the 
part  of  the  tenant  to  pay  a  proportionate 
part  of  the  increased  property  tax  over  the 
tax  in  effect  at  the  time  the  lease  is  signed. 

Charge  Accounts  and  Deliveries:  Given 
a  choice  of  tenants  for  a  particular  loca- 
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tion  or  as  consideration  in  regard  to  a 
decision  as  to  whether  or  not  to  enter  into 
a  percentage  lease,  the  landlord  should  re¬ 
call  that  both  charge  accounts  and  delivery 
service  will  affect  the  gross  volume  of 
business. 

Varying  the  Percentage:  It  is  sometimes 
desirable  to  vary  the  percentage  charged 
where  the  profit  margin  varies  substan¬ 
tially  in  different  commodities  handled. 
However,  with  the  larger  merchandising 
organizations,  the  tendency  is  to  have  a 
carefully  balanced  percentage  that  will 
show  an  equitable  return  on  the  general 
business.  This  reduces  the  costs  of  ac¬ 
counting  in  comparison  with  the  plan  of 
varying  percentages. 

Ventilation,  Etc.:  The  height  of  the  store 
ceiling  and  ventilation  are  important  fac¬ 
tors  in  gross  business.  When  possible,  the 
landlord  should  require  tenant  installation 
of  air  conditioning  in  large  units  where 
crowds  are  the  order. 

The  Percentage  To  Be  Pau) 

The  percentage  to  be  paid  on  the  gross 
volume  is  obviously  a  matter  of  negotia¬ 
tion  between  landlord  and  tenant.  It  is 
affected  by  many  factors,  and  the  charts 
can  be  used  as  guides  only.  They  are  inter¬ 
esting  in  indicating  in  some  cases  what 
the  tenant  in  various  lines  would  like  to 
pay  and,  in  others,  in  showing  the  range 
that  has  been  obtained. 

The  chart  shown  on  page  345  indicates 
the  percentage  range  that  different  types 
of  businesses  can  afford  to  pay. 

Lease  Provisions 

Both  straight  and  percentage  leases 
shoud  include  the  following  standard  lease 
provisions : 

Waiver  of  Jury  Trial:  Recent  experi¬ 
ence  has  indicated  the  wisdom  of  the  use 
of  the  clause  in  store  leases  providing  for 
the  waiver  of  trial  by  jury  at  the  land¬ 


lord’s  option.  During  periods  of  business 
stress,  juries  have  tended  to  lean  decidedly 
toward  the  small  merchant  in  rental  dis¬ 
putes  against  the  “big  bad  landlord,’’  who, 
unfortunately  still  had  his  interest  and 
taxes  to  pay. 

If  the  tenant  persuades  you  to  think 
that  business  is  bad  and  that  you  should 
accept  $100  on  account  in  lieu  of  a  rental 
of  $150  per  month,  be  sure  to  cover  the 
agreement  of  modification  in  writing  to 
guard  against  a  permanent  modification 
and  loss  of  right  of  dispossession. 

Mortgage  Clause:  The  mortgage  clause 
is  of  great  importance.  The  lease  forms  of 
large  store  tenants  often  leave  it  out  en¬ 
tirely,  but  the  landlord  needs  it — and  prop¬ 
erly  worded.  Do  not  limit  the  right  to 
mortgage  unless  required,  and  then  insist 
upon  a  liberal  loan  value  in  order  to  pro¬ 
tect  your  right  to  refinance  when  values 
may  be  considerably  lower  than  when  the 
lease  was  drawn,  but  when  you,  as  a  land¬ 
lord,  may  need  the  same  amount  of  mort¬ 
gage  just  the  same.  The  usual  provision 
allows  for  a  new  mortgage  up  to  66^  per 
cent  of  the  appraised  value. 

Lighted  Store  Windows:  In  some  busi¬ 
ness  zones,  provision  should  be  made  for 
lighting  store  windows  up  to  a  fixed  hour. 
In  a  shopping  block  where  most  merchants 
sell,  in  the  evening,  the  volume  may  be 
lowered  by  dark  spots,  due  to  a  few  mer¬ 
chants  closing  early.  This  can  be  cured  by 
keeping  show  windows  lighted. 

Sidewalk  Displays:  Residential  and 
business  zones  can  be  depreciated  by  ex¬ 
terior  merchandising.  Leases  should  con¬ 
tain  clauses  restricting  the  merchant  to 
the  interior  of  the  premises  and  precluding 
alterations  permitting  open-front  stores. 

The  worst  offenders  in  this  regard  are 
the  fruit  and  vegetable  markets  which  gen¬ 
erally  set  up  sidewalk  displays  on  wooden 
boxes.  This  practice  spreads  like  German 
measles  from  one  case  of  infection  and  can 
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The  Jackson  Heights  Percentage  Lease  Chart 

(Based  Upon  Percentage  Leases  at  Jackson  Heights  and  Composite  of  Published  Charts) 


Percentage 


1.  Art  and  Gift  Shops . 10 — 12 

2.  Curios  . 10 — 15 

3.  Gifts  . 10—10% 

4.  Handicrafts  and  Linens . 12% 

5.  Oriental — Retail  . 10 

6.  Oriental — Wholesale  .  2 

7.  Art  Goods,  Artists’  Supplies . 10 

8.  Automobiles 

9.  Accessories  . 8 — 10 

10.  Agency  . 1% — 2 

11.  Parking  Lots 

50%  on  parking 


Ic  to  l%c  per  gal.  on  gasoline 


Ic  per  qt.  on  oil 

12 — 15%  on  accessories 

10%  on  washing 

12.  Bakeries  . 5 — 8 

13.  Baggage,  Trunks,  Leather  Goods 

(See  Trunks.) 

14.  Banks  . 1/10  to  1/5  of  1 

15.  Barber  Shops . 10 — 15 

16.  Beauty  Shops . 10 — 15 

17.  Merchandise  . 10 

18.  Service  . 15—20 

19.  Beer  Parlors .  8 

20.  Books  and  Stationery . 8 — 12 

21.  Books — Secondhand  . 12 — 15 

22.  Business  Schools  . 20 

23.  Cafeterias  (See  Restaurants.) 

24.  Candy  . 10—12 

25.  Cigars  and  Tobacco . 6 — 8 

26.  Cigar  and  News  Stands . 10 — 12 

27.  Cleaners  and  Dyers . 10 — 12 

28.  Delicatessens  . 7 

29.  Department  Stores  . 3 — 5 

30.  Drug  Stores  . 7 — 10 

31.  Individual  . 8 — 10 

32.  Cut-Rate . 5—8 

33.  Electrical  Goods  . 5 — 8 

34.  Five  and  Ten  Cent  Stores . 5—7 

35.  Five,  Ten,  Twenty-five  Cent  to 

Two  Dollar  Stores . 5 — 7 

36.  Florists  . 10 — 15 

37.  Fruit  Stores . 12 — 15 

38.  Furs  . 8 — 10 

39.  Garage — Storage  _ _ _ 40 — 60 

40.  Gas  Stations — Ic  per  gal.  on  gasoline 

41.  Grocery  Stores — Ordinary  . 5 — 8 

42.  Grocery  Stores — Chain . 2% — 4 

43.  Haberdasheries  . 8 — 10 

44.  Hardware  . 5 — 8 

45.  Hosiery — Knit  Goods  . 8 — 10 

46.  Hotels  . 8 — 10 

47.  Infants’  and  Children’s  Wear . 10 


Percentage 

48.  Jewelry  . 8 — 12 

49.  Jewelry — cheap,  costume . 12 

50.  Jewelry — exclusive  . 12 — 15 

51.  Linen  Shops  (See  Art  Shops.) 

52.  Lingerie  Shops  . 10 

53.  Liquor  Stores — Pkg.  Goods . 6 — 8 

54.  Luncheonettes,  Cigars,  Candy, 

Soda,  Etc . 8 — 10 

55.  Luggage  (See  Trunks.) 

56.  Meat  Markets  . 4 — 6 

57.  Men’s  Clothing  . 6 — 8 

58.  Men’s  Furnishings  . 8 — 10 

59.  Men’s  Hats . 7 — 10 

60.  Men’s  Hats — Volume,  cheap  price . 6 — 10 

61.  Men’s  Shoes  (Over  $5) . 8 — 10 

62.  Men’s  Shoes — Volume  (up  to  $5) . 6 — 8 

63.  Men’s  Wear  . 8 — 10 

64.  Millinery  . 10 — 15 

65.  Millinery — Exclusive  . 12 — 15 

66.  Millinery — Volume  . 10 — 12 

67.  Motion  Pictures . 12 — 15 

68.  Moving — Household  goods  and  storage . 10 

69.  Musical  Instruments — 

Pianos  and  Radios . 6 — 8 

70.  Nut  Stores  .  7 

71.  News  Stands  . 12 — 15 

72.  Optical  Goods . 10 — 12% 

73.  Paints — Specialty  Line  . 10 

74.  Photographic  . 10—15 

75.  Radios  . 6 — 8 

76.  Restaurants  . 7 — 10 

77.  Restaurants — Cafeterias  . 6 — 9 

78.  Luncheonettes  . 8 — 10 

79.  Restaurants — Tea  Rooms  . 10 

80.  Restaurants — Sandwich  Shops  . 8 — 10 

81.  Rugs — Carpets — Retail  . 7 — 8 

82.  Soda  Fountains . 

83.  Shoes — Men’s,  Women’s,  Children’s — 

Mixed  Prices  . 7 — 10 

(See  Men’s  Shoes  and  Women’s  Shoes.) 

84.  Soft  Drink  Stands  . 15 

85.  Specialty  Stores — Non-advertising . 8 — 10 

86.  Sporting  Goods  . 7 — 10 

87.  Stationery  Stores  . 5—8 

88.  Tailors  . 7 — 8 

89.  Telephone  Booths — Local  calls . 15 — 40 

Long  Distance  Calls . 10 

90.  Trunks — Leather  Goods  . 8 — 10 

91.  Women’s  Coats  and  Suits . 6 — 10 

92.  Women’s  Furnishings  . 6 — 10 

93.  Women’s  Shoes  . 8 — 10 

94.  Women’s  Shoes — Volume  . 5 — 8 

95.  Women’s  Dress  Shops . 8 — 10 
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quickly  lower  neighborhood  rental  values 
and  standards. 

A  reasonable  compromise  is  provided  by 
the  use  of  sliding  show  windows,  which 
enable  the  merchant  to  expose  his  fruit 
and  vegetables  directly  to  the  dust-laden 
air,  which  he  feels  is  essential  to  attract 
the  housewife,  while  at  the  same  time  ex¬ 
terior  selling  and  sidewalk  obstruction  are 
eliminated. 

Store  Sign  Control:  In  a  discussion  of 
store  leases,  there  are  certain  provisions 
to  consider  that  not  only  have  a  bearing 
upon  the  success  or  failure  of  the  partic¬ 
ular  lease  but  which  may  affect  the  sur¬ 
rounding  zone. 

Exterior  display  signs  can  affect  the  vol¬ 
ume  of  business  in  the  store  and  in  adjacent 
stores.  The  landlord  should  reserve  com¬ 
plete  rights  to  pass  on  the  type  of  display 
signs;  and  if  the  tenant  refuses,  the  execu¬ 
tion  of  the  lease  should  be  delayed  until 
the  sign  sketches  have  been  submitted  and 
approved. 

If  no  control  of  overhanging  signs  is 

♦ 


exercised,  entire  shopping  zones  can  be 
changed  from  high  grade  retail  districts 
to  the  cheapest  type  by  competition  in  the 
size  and  gregariousness  of  overhanging 
signs.  City  ordinances  have  been  resorted 
to  in  certain  Manhattan  districts,  with 
resultant  improvement  in  shop  appearance 
and  business. 

The  shopping  zones  of  the  Country  Club 
District  in  Kansas  City  are  an  excellent 
example  of  the  results  that  may  be  obtained 
where  the  zone  is  controlled  by  one  owner¬ 
ship.  Here  no  exterior  signs  are  permitted 
and  no  weird  exterior  color  combinations, 
with  the  result  that  the  shopping  zone  is 
one  of  the  most  pleasing  in  the  country. 
In  such  cases  neighborhood  values  are  en¬ 
hanced,  rather  than  depreciated.  The 
merchants  are  forced  to  display  their 
merchandise  properly  to  attract  attention ; 
as  a  result  the  stores  do  a  good  business 
and  pay  an  equitable  rent. 

The  sign  question  in  a  lease  is  one  that 
cannot  be  left  to  the  tenant — even  the  large 
chains. 

* 


Building  Sales  Through  Management 

By  E.  Fred  Kemner 


Your  best  opportunities  for  progress 
and  profit  exist  in  your  own  home 
town.  You  may  or  may  not  subscribe 
to  this  thought.  It  is  not  my  idea,  although 
I  believe  in  it  thoroughly.  It  is  an  idea  by 
which  a  famous  Philadelphian,  a  great 
educator,  added  to  his  fame.  He  conceived 
this  idea  and  spread  it  far  and  wide.  He 
lost  no  opportunity  to  preach  it.  First,  he 
discussed  it  in  a  lecture  under  the  title 
of  “Acres  of  Diamonds.”  Later  he  put  it 
into  book  form.  He  put  it  into  practice 
by  establishing  the  Temple  University  in 
Philadelphia,  which  is  today  the  largest 
and  one  of  the  most  outstanding  educa¬ 
tional  institutions  of  that  great  city — ^the 
city  where  American  liberty  was  born, 
the  workshop  of  the  world,  the  city  of 
homes,  a  city  renowned  for  its  great  edu¬ 
cational  institutions. 

It  was  Dr.  Russell  H.  Conwell  who  con¬ 
ceived  the  idea,  who  believed  in  it  thor¬ 
oughly  and  promoted  it  to  the  fullest  ex¬ 
tent.  To  illustrate  it  in  a  lecture  he  told  the 
story  of  a  young  man  who  could  see  noth¬ 
ing  worth  while  in  staying  in  his  home 
town,  who  felt  that  everything  >vas  to  be 
found  in  any  other  place.  This  fallacy 
soon  revealed  itself  to  him,  with  the  result 
that  he  returned  to  his  home  town  and 
discovered  that  he  had  overlooked  what 
were  virtually  diamonds  of  opportunity, 
which  he  proceeded  to  capitalize  with 
great  success. 

The  Opportunities  Through 
Management 

The  idea  is  one  which  I  feel  Realtors 
might,  with  great  profit,  keep  well  in  mind, 
and  one  which  they  should  lose  no  oppor¬ 
tunity  to  practice.  It  is  especially  a  fruit¬ 
ful  idea  for  those  of  us  who  furnish  man¬ 
agement  service.  Such  service  provides  the 


means,  and  those  whom  we  serve  constitute 
the  “Acres  of  Diamonds”  from  which  we 
may  pluck  diamonds  of  new  business — 
more  profits.  I  regret  to  say  that,  in  so  far 
as  my  observation  is  concerned,  brokers 
furnishing  management  service  do  not 
realize  that  such  service  gives  the  means 
of  contacting  hundreds  of  genuine  pros¬ 
pects  for  sales.  They  do  not  seem  to  under¬ 
stand  that  each  tenant  is  a  likely  purchaser 
of  either  the  house  he  is  occupying  or  any 
other  house  that  can  be  bought  through 
their  office.  On  the  other  hand,  brokers 
stroll  far  from  the  base  of  their  operation ; 
they  devote  time  and  energy  to  trying  to 
find  more  prospects  and  more  business 
when  both  are  practically  under  their 
noses,  so  to  speak. 

Brokers  spend  much  time  and  money  in 
advertising  properties  that  are  for  sale 
and  looking  up  different  parcels  to  satisfy 
clients,  and  forget  the  fertile  field  made  up 
of  the  properties  they  are  managing.  After 
the  last  real  active  sales  market  had  de¬ 
clined,  many  fine  real  estate  sales  organ¬ 
izations  found  it  necessary  to  rebuild  their 
businesses  mainly  upon  a  management 
set-up.  Much  thought  and  study  have  been 
given  to  the  proper  development  of  sys¬ 
tems  of  handling  the  thousands  of  de¬ 
faulted  properties.  Initially,  much  atten¬ 
tion  was  given  to  the  renovating  and, 
later,  to  the  proper  selection  of  tenants 
and  credit  references.  With  the  proper¬ 
ties  in  good  condition,  the  opportunity  to 
sell  develops,  and  the  sale  is  made  when 
the  price  agreed  upon  is  satisfactory  to 
the  owner.  It  is,  therefore,  your  job  to 
so  manage  these  properties  as  to  bring  to 
the  owner  not  only  the  greatest  possible 
return  on  his  investment  but  also  to  bear 
in  mind  that  as  a  result  of  your  manage¬ 
ment  the  ultimate  sale  of  the  property  will 
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be  expedited.  With  this  thought  in  mind, 
there  can  be  developed  a  systematic 
build-up  of  “Sales  Through  Management.” 

The  “City  of  Homes” 

A  background  of  the  Philadelphia  real 
estate  market  will  perhaps  be  interesting, 
as  Philadelphia  has  long  been  known  as 
the  “City  of  Homes.”  A  great  majority 
of  the  houses  are  built  in  solid  rows,  each 
house  in  the  row  being  identical  in  con¬ 
struction  and  interior  arrangement.  These 
houses  are  built  to  sell  to  home  owners 
and  not  for  investment  purposes.  Of  the 
two  million  people  in  Philadelphia  seventy- 
nine  per  cent  are  living  in  single-family 
units,  which  comprise  seventy-two  per 
cent  of  all  the  household  units ;  three  and 
one-quarter  per  cent  are  living  in  two- 
family  dwellings;  two  and  one-half  per 
cent  in  three-family  dwellings;  three  per 
cent  in  four  to  eight-family  dwellings; 
two  per  cent  in  larger  multiples ;  and  seven 
and  one-half  per  cent  live  in  the  store  and 
dwelling  type.  In  comparing  Philadelphia 
with  a  few  other  cities  in  reference  to 
single-family  structures,  the  figures  are 
like  this : 

Philadelphia .  85  per  cent 

Brooklyn  Borough .  11  per  cent 

The  Bronx  .  51/^  per  cent 

Queens  .  36  per  cent 

Pittsburgh  .  61  per  cent 

Cleveland  .  43  per  cent 

We  operate  in  Northeast  Philadelphia. 
It  is  a  section  of  the  city  where  most  of 
the  future  housing  expansion  will  take 
place.  The  percentage  of  single-family 
dwellings  in  this  section  is  ninety-three 
per  cent,  which  is  the  highest  in  the  city. 
Before  the  deflation  period  it  was  esti¬ 
mated  that  about  sixty-five  per  cent  of 
these  one-family  dwellings  were  owner- 
occupied.  At  the  present  time  it  is  esti¬ 
mated  that  forty  per  cent  of  the  family 
units  are  occupied  by  owners  and  forty- 


eight  per  cent  are  clear  of  encumbrances. 

The  following  is  a  comparison  by  years 
of  single-family  dwelling  operations  and 
estimated  costs: 


Estimated 

Estimated 

Year 

Operations 

Cost 

1926  . 

. 8,470 

$39,310,375 

1927  . 

. 8,891 

38,196,210 

1928  . 

.....7,597 

31,621,190 

1929  . 

. 4,054 

17,151,635 

1930  . 

. 1,217 

5,031,450 

1931  . 

.  834 

3,725,475 

1932  . 

.  508 

2,037,435 

1933  . 

.  470 

1,861,250 

1934  . 

.  336 

1,456,800 

1935  . 

. 1,022 

4,265,130 

1936  (9  Mos.) 

....1,486 

6,248,330 

The  financing  of  these  houses  was  gen-  j 
erally  handled  by  a  first  mortgage  placed  I 
in  the  amount  of  approximately  sixty  I 
or  sixty-five  per  cent  taken  by  a  trust  1 
company  and  resold  to  private  investors 
and  large  insurance  companies.  A  second 
mortgage  for  an  additional  twenty  per 
cent  was  placed  by  one  of  the  thousands 
of  building  and  loan  associations  existing 
at  the  time  in  Philadelphia.  In  other 
words,  the  buyer  needed  only  about  fifteen 
per  cent  to  buy  a  property  plus  his  settle¬ 
ment  costs.  When  the  market  started  j 
downward  and  the  earning  power  of  the  1 
buyer  was  seriously  diminished,  defaults  j 
became  numerous.  In  one  year  over  23,000  i 
foreclosures  took  place  in  Philadelphia.  In  J 
the  first  stages  of  the  depression  these  ] 
properties  were  taken  by  the  second  mort-  i 
gagee ;  as  the  market  continued  to  decline  ] 
the  second  mortgagee  in  many  cases  found  f 
it  more  expedient  to  lose  his  equity  in  the 
property,  and  the  first  mortgagee  then 
became  the  owner.  The  original  owner, 
loaded  as  he  was  with  mortgage  interest  | 
and  taxes,  found  it  impossible  to  prop-  | 
erly  maintain  the  property.  In  many  cases  I 
the  second  mortgagee  deemed  it  wise  not  | 
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to  spend  too  much  money  on  the  property 
due  to  its  questionable  equity,  and,  as  a 
result,  when  the  property  finally  reached 
the  first  mortgagee,  it  was  in  bad  need 
of  repairs. 

Working  With  Insurance  Companies 

In  1934  one  of  the  large  life  insurance 
companies  was  finding  it  necessary  to 
foreclose  mortgages  on  hundreds  of  these 
types  of  properties,  and  appointed  our 
firm  as  its  Contract  Manager  in  North¬ 
east  Philadelphia.  Fortunately,  its  person¬ 
nel  was  composed  of  practical  real  estate 
men  who  knew  and  understood  the  prob¬ 
lems  of  the  broker.  This  company’s  finan¬ 
cial  arrangements  were  such  as  to  make 
it  very  attractive  for  a  Contract  Manager 
to  give  an  extra  measure  of  service.  The 
insurance  companies  were  and  are  inter¬ 
ested  in  good  management,  purely  from 
the  angle  of  protecting  their  investment 
until  such  time  as  a  market  exists  for 
their  properties.  I  remember  very  dis¬ 
tinctly  the  Philadelphia  Property  Manager 
of  this  insurance  company  asking  me  at 
the  time  of  our  negotiations  how  many 
of  these  houses  we  might  sell  during  1934. 
After  examining  the  prices  the  company 
had  established  on  these  properties  I  felt 
that  it  would  be  a  miracle  if  we  sold  five. 
It  must  be  remembered  that  at  that  time 
the  few  sales  being  made  were  at  dis¬ 
tressed  prices,  and  both  the  buyer  and  the 
broker,  when  an  offer  was  made,  were  not 
fully  convinced  that  the  price  was  the  bot¬ 
tom  price.  Another  very  negative  factor 
was  the  thousands  of  properties  owned 
by  closed  banking  institutions,  in  which 
the  liquidating  trustees  were  anxious  to 
return  to  the  depositors  as  quickly  as 
possible  a  portion  of  their  savings. 

Our  Remodeling  Program 

Fortunately,  the  insurance  company  had 
real  confidence  in  its  real  estate  invest¬ 


ments  and  felt  that  with  proper  handling 
and  a  liberal  financing  plan,  a  market 
would  be  developed  for  the  properties  in¬ 
volved.  The  company  recognized  the  nec¬ 
essity  of  the  initial  rehabilitation,  which 
in  some  properties  amounted  to  many 
hundreds  of  dollars.  This  item  was  con¬ 
sidered  by  the  insurance  company  as  a 
capital  investment,  that  is,  structural  re¬ 
pairs,  such  as  a  new  roof,  repairing  and 
replacing  frozen  radiators  and  boilers, 
replacing  stucco  with  siding  or  shingles, 
etc.  A  definite  program  was  determined 
to  be  necessary:  first,  protecting  the  in¬ 
vestment  through  renovating;  second, 
building  tenant  good  will;  third,  develop¬ 
ing  a  proper  sales  program. 

We  set  up  a  complete  maintenance  de¬ 
partment  with  an  experienced  architect 
and  builder  in  charge.  He  immediately 
made  a  complete  survey  of  the  repairs 
necessary  to  rent  the  houses  which  were 
vacant  and  also  the  repairs  necessary  to 
satisfy  existing  tenants.  In  a  great  num¬ 
ber  of  cases  the  tenants  were  seriously 
dissatisfied  because  the  former  owners 
spent  only  what  was  necessary  to  main¬ 
tain  sanitary  conditions.  We  found  that 
the  rents  were  entirely  out  of  proportion 
to  the  investment  and  that  the  tenant  was 
putting  up  with  the  condition  of  the  prop¬ 
erty  only  because  of  the  low  rental.  Bear¬ 
ing  in  mind  that  the  tenant  might  be  a 
potential  buyer  some  day,  we  first  had  to 
gain  his  good  will,  and  with  this  in  view 
we  impressed  every  member  of  our  organ¬ 
ization  with  the  necessity  of  extending 
very  courteous  treatment. 

Each  tenant  was  sent  a  very  friendly 
letter  by  the  office  advising  him  of  our 
intention  to  make  necessary  repairs  within 
reason  and  that  in  return  we  expected 
from  him  prompt  payment  of  rent  and  his 
cooperation  in  the  event  we  found  a  buyer 
for  the  property  he  occupied.  Too  much 
emphasis  cannot  be  stressed  upon  the  gain- 
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ing  of  this  good  will.  With  it  established, 
our  rent  collectors  and  office  employees 
would  suggest  to  a  tenant,  when  the  rent 
was  paid,  the  advisability  of  buying  the 
house  occupied.  At  the  same  time  we 
realized  that  the  rent  paid  was  insufficient 
in  relation  to  the  carrying  charges  and 
taxes  and  that  this  situation  should  be 
corrected.  We  thereupon  started  a  sys¬ 
tematic  increase  of  rentals  by  an  addition 
of  $2.50  a  month  at  a  time.  Our  results 
in  this  respect  were  very  satisfactory. 
We  had  gained  the  good  will  of  the  tenant, 
and  the  occupant  realized  that  the  condi¬ 
tion  of  his  property  was  better  than 
similar  houses  in  the  row  not  managed 
by  us.  On  October  1,  1934,  seventy- 
two  rents  were  increased,  and  only  two 
people  moved.  This  increase  was  perhaps 
the  first  major  increase  made  in  the  city 
of  Philadelphia,  as  there  were  many  houses 
still  available  for  rent.  By  making  this 
increase  every  six  months  we  gradually 
brought  the  ratio  of  rent  and  carrying 
charges  to  a  point  where  it  was  unques¬ 
tionably  more  advisable  for  the  tenant  to 
own  rather  than  rent. 

After  establishing  our  tenant  program, 
we  then  gave  much  thought  to  the  sales 
program.  The  established  prices  of  our 
properties  were  much  higher  than  the  pre¬ 
vailing  prices  of  distressed  houses  in  the 
same  street.  It  was,  therefore,  very  obvi¬ 
ous  that  we  would  have  to  give  something 
more  than  our  competitor.  Much  thought 
was  given  to  bringing  our  houses  up  to  a 
standard  of  reconditioning  similar  to  new 
houses  then  being  built.  Complete  specifi¬ 
cations  were  drawn  by  our  maintenance 
department  covering  every  part  of  the 
house.  This  included  a  complete  check-up 
of  the  heating  and  plumbing  systems, 
replacing  old  style  plumbing  fixtures,  cov¬ 
ering  old  radiators  with  attractive  radia¬ 
tor  covers,  placing  a  new  roof  on  the  prop¬ 
erty,  repainting  both  the  interior  and 


exterior,  and  redecorating  the  interior 
walls  with  a  good  grade  of  paper,  first 
removing  all  old  paper. 

Particular  attention  was  paid  to  the 
kitchen.  The  greatest  proportion  of  your 
sales  effort  must  be  directed  toward  the 
housewife,  and  certainly  the  kitchen  is  the 
closest  to  her  heart.  We,  therefore,  reha¬ 
bilitated  the  kitchen  entirely — kitchen  cab¬ 
inet  units,  milled  at  the  factory,  finished 
in  Duco,  and  attractively  decorated;  new 
inlaid  linoleum ;  new  console  type  gas 
range;  and  new  forty-two-inch  sink.  The 
sidewalls  were  covered  with  mono-tile  up 
to  four  feet,  and  washable  Sanitas  was 
used  above.  Our  completed  kitchen  was 
in  most  cases  better  finished  than  those 
in  many  of  the  new  houses  being  con¬ 
structed  at  that  time,  which  created  a  very 
effective  sales  argument  for  our  salesmen. 
The  bathrooms  were  also  given  particular 
attention,  and  all  defective  tiling  was  re¬ 
placed;  all  nickel  work  was  replated  in 
chromium,  and  new  white  toilet  seats  and 
attractive  shower  curtains  were  added. 

Selling  the  Reconditioned  Houses 

During  the  course  of  renovation  we 
placed  an  attractive  sign  on  the  lawn  of 
the  property,  stating  that  this  property 
was  being  reconditioned.  The  curiosity  of 
the  neighbors  and  tenants  was  thus 
aroused.  As  quickly  as  the  work  was  com¬ 
pleted,  this  sign  was  replaced  by  an  attrac¬ 
tive  sales  sign.  The  house  was  opened  to 
the  public,  electrically  lighted  and  heated. 
The  first  day  the  house  was  open,  the  num¬ 
ber  of  neighbors  and  others  visiting  the 
house  was  remarkable.  The  comparison 
between  the  house  they  occupied  and  this 
newly  reconditioned  house  was  very 
marked  and  created  in  their  minds  the 
desirability  of  owning  this  particular 
house  or  having  the  house  they  lived  in 
reconditioned  in  the  same  manner.  We 
also  found  the  buying  public  receptive. 
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This  created  the  necessity  of  having  ten¬ 
ants  vacate  the  adjoining  properties.  It 
was  then  that  we  realized  the  fertile  mar¬ 
ket  for  tenant  buying.  A  friendly  letter 
was  sent  to  each  tenant,  soliciting  his 
inspection  of  our  display  house  and  out¬ 
lining  to  him  the  method  by  which  he  could 
purchase  the  house.  We  pointed  out  the 
advantage  of  buying  as  compared  with  the 
present  rental  he  was  paying. 

As  the  sales  program  progressed,  it  was 
necessary  to  select  the  poorest  conditioned 
house  in  the  row  for  rehabilitation  and, 
secondly,  to  dispossess  the  less  desirable 
tenants.  A  second  letter  was  sent  to  each 
tenant  advising  him  that  due  to  the 
excellent  results  obtained  in  selling,  we 
thought  it  advisable  for  him  to  discuss 
with  our  representative  the  matter  of  buy¬ 
ing  before  it  would  become  necessary  for 
him  to  vacate.  The  “SOLD”  signs  placed 
in  the  row  also  created  a  desired  effect 
upon  the  occupants  of  the  houses  in  the 
street.  Our  entire  thought  behind  the  sales 
program  was  that  if  the  tenant  thought 
well  enough  of  the  neighborhood  ‘  to  live 
there,  he  certainly  would  think  enough  of 
the  property  to  buy  it.  Our  response  from 
the  letters  was  quite  satisfactory. 

When  we  felt  that  our  letters  had  com¬ 
pleted  their  work,  we  then  sent  our  sales¬ 
men  to  interview  the  tenants,  who  again 
outlined  very  definitely  the  advantage  of 
buying  on  our  terms  and  also  our  very  com¬ 
plete  method  of  rehabilitation.  Our  sales¬ 
man  further  advised  the  tenant  that  if  he 
did  not  wish  the  rehabilitation  on  the  elab¬ 
orate  scale  we  had  outlined,  we  should  be 
glad  to  give  him  credit  on  the  purchase  for 
the  lesser  amount  of  rehabilitation  he  de¬ 
sired. 

Through  these  progressive  steps  there 
was  never  any  high  pressure  methods  em¬ 
ployed  nor  misrepresentations  made.  The 


tenants,  therefore,  had  a  very  kind  feeling 
for  our  office,  and  when  they  found  it  nec¬ 
essary  to  move,  they  were  cooperative  to 
the  extent  of  suggesting  possible  friends 
or  relatives  for  the  purchase  of  one  of 
these  houses.  This  same  good  feeling  of 
our  tenants  still  exists  in  spite  of  the  fact 
that  it  is  now  exceedingly  difficult  to  find 
a  house  to  rent.  Some  of  our  tenants, 
after  moving,  have  come  back  later  to 
buy  a  house. 

After  our  ow'ii  tenants  were  carefully 
canvassed,  and  we  were  satisfied  that  no 
immediate  results  could  be  further  pro¬ 
duced,  we  then  mailed  literature  concern¬ 
ing  our  sample  house  to  the  occupants  of 
houses  on  the  same  street,  explaining  the 
method  by  wffiich  it  could  be  purchased. 
This  letter  also  advised  them  that  their 
neighbor,  Mrs.  Jones,  had  purchased  the 
next-door  property.  Very  satisfactory  re¬ 
sults  w  ere  again  produced.  Sales  literature 
w'as  then  further  spread  in  all  adjacent 
streets  within  several  blocks  of  the  par¬ 
ticular  sample  house.  About  a  w  eek  later 
our  salesmen  obtained  personal  interview's 
where  possible.  In  addition  to  these  meth¬ 
ods,  city-wide  advertising  was  used  and 
display  advertising  in  the  newspapers  as 
well  as  classified  advertising,  stressing  the 
thought  “Why  Pay  Rent”  and  mentioning 
the  gross  carrying  charges  of  the  property. 
The  advertising  w'as  very  consistent,  some 
form  appearing  daily.  Tenants  under  our 
management  in  other  sections  of  the  city 
were  also  mailed  literature  stressing  “Why 
Pay  Rent.”  Pictures  of  the  property  were 
placed  in  the  real  estate  sections  of  the 
Sunday  newspapers  without  cost  to  us,  and 
properties  sold  were  always  reported  to 
the  papers.  It  is  indeed  surprising  how 
valuable  -this  free  publicity  is  to  a  sales 
campaign. 

We  have  learned  some  very  interesting 
facts  during  the  past  two  years.  One  of  the 
most  important  was  that  the  unfortunate 


K. 


352 


The  Journal  of  Real  Estate  Management 


people  who  lost  their  houses  through  in¬ 
ability  to  pay  were  not  discouraged  as  to 
home  ownership.  Contrary  to  what  might 
be  expected,  they  were  anxious,  as  soon  as 
they  found  it  possible  to  accumulate  suf¬ 
ficient  monies,  to  make  a  down  payment  in 
order  that  they  might  again  own  a  home. 
Next,  we  found  tenants  and  prospects  who 
would  buy  months  after  having  first  been 
approached.  We  also  found  that  complete 
rehabilitation  was  the  most  productive 
method  of  selling  to  most  prospects ;  nat¬ 
urally  it  was  preferable  to  the  owner,  in 
that  the  buyer  would  not  have  to  spend 
any  considerable  sum  of  money  for  many 
years,  thereby  lessening  the  possibility  of 
default  on  his  mortgage.  On  our  list  of 
properties  we  had  several  single  and  twin 
types  which  were  built  in  the  jerry-build¬ 
ing  days  when  stucco  was  very  popular.  Of 
course,  these  stuccoed  houses  did  not  stand 
up,  and  the  public  attitude  was  very  nega¬ 
tive  regarding  them.  In  these  cases  we  re¬ 
moved  the  stucco  entirely  and  remodeled 
with  clapboards  and  shingles.  A  house 
which  had  stood  idle  for  six  years  proved 
to  be  a  most  extraordinary  case.  The  owner 
and  then  a  building  and  loan  association  al¬ 
lowed  the  property  to  deteriorate,  and  ab¬ 
solutely  no  income  was  derived  due  to  its 
condition.  We  entirely  rehabilitated  this 
property  at  a  cost  of  $1,750,  and  two  weeks 
after  final  completion  the  property  was 
sold,  with  three  other  good  prospects  want¬ 
ing  the  same  house.  In  another  case  a 
property  of  similar  design,  with  over 
$2,000  of  expenditures  necessary,  was  sold 
within  a  week,  demonstrating  very  defi¬ 
nitely  the  wisdom  of  proper  rehabilitation. 

The  Results 

The  most  interesting  part  of  any  dis¬ 
cussion  is  that  regarding  results  secured. 
Our  sales  program  for  this  particular  ac¬ 
count  did  not  get  under  way  until  late  in 
the  fall  of  1934,  so  that  only  a  small  num¬ 


ber  of  sales  were  made,  and  naturally  our 
tenant  program  was  not  sufficiently  ad¬ 
vanced  for  any  of  these  sales  to  be  made 
from  this  source.  In  1935,  twenty-eight 
per  cent  of  our  sales  were  made  to  tenants, 
twenty-five  per  cent  through  advertising, 
twenty  per  cent  through  office  contact,  and 
the  balance  through  miscellaneous  meth¬ 
ods,  such  as  broker  cooperation,  signs, 
sample  houses,  and  special  promotion. 
For  the  first  ten  months  of  1936,  twenty- 
four  per  cent  of  our  sales  were  to  tenants. 
The  percentage  is  slightly  less  than  in 
1935.  However,  the  potentiality  of  the  ten¬ 
ant  buyer  still  exists  as  the  percentage  in¬ 
dicates.  For  the  same  period  in  1936  thirty 
per  cent  of  our  sales  originated  in  the  of¬ 
fice,  an  increase  of  ten  per  cent  over  1935. 
Many  of  these  office  sales  were  made  to 
tenants  of  our  other  properties.  Certainly 
these  percentages  speak  for  themselves. 

The  Case  op  the  Multiple-Family 
Dwelling 

With  the  thought  always  in  mind  that 
every  tenant  is  a  potential  buyer,  can  this 
method  be  applied  to  the  larger  types  of 
properties?  Namely,  the  two-family  dwell¬ 
ings  or  apartments  in  any  size  units?  We 
say,  “yes.”  For  the  past  two  years  we  have 
been  carefully  building  the  good  will  of 
the  tenants  in  the  multiple-family  dwell¬ 
ings.  We  have  placed  these  apartments  in 
good  condition.  Where  the  buildings  were 
not  entirely  modern,  we  installed  showers 
in  bathrooms;  redecorated  the  walls;  re¬ 
placed  worn  carpet  with  new  modern  de¬ 
sign  carpet  well  padded;  increased  the 
efficiency  of  the  heating  system ;  and  also 
provided  facilities  for  plenty  of  hot  water 
at  all  times.  We  have  been  increasing 
gradually  the  rates  of  rental  in  these  build¬ 
ings  during  the  past  eighteen  months.  We 
have  increased  these  rentals  approximately 
eight  per  cent.  In  this  case  we  also  realize 
the  necessity  of  building  up  the  income 
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factor  in  order  to  justify  the  established 
price  placed  on  these  buildings.  We  have 
classed  the  major  repair  items  as  capital 
expenditures  rather  than  maintenance  ex¬ 
penditures,  and  we  are  sure  that  with  our 
present  method  of  operation  it  will  be 
possible  to  recapture  these  items  in  the 
eventual  sale  of  the  property.  We  can  see 
in  the  very  near  future  a  demand  from 
investors  for  this  type  of  property.  When 
that  time  arrives,  they  will  find  our  build¬ 
ings  in  splendid  condition,  modern  in  every 
detail.  Satisfied  tenants,  many  of  whom 


have  lived  in  these  buildings  for  many 
years  and  appreciate  the  type  of  treat¬ 
ment,  will  prefer  to  continue  their  occu¬ 
pancy  for  many  more  years. 

Conclusion 

I  hope  I  have  awakened  in  your  minds 
the  value  of  the  “Acres  of  Diamonds”  idea 
in  relation  to  your  own  office — ^that  await¬ 
ing  you  is  a  field  of  operation,  virtually  at 
your  door,  which  can  be  developed  with 
results,  both  very  satisfactory  and  highly 
profitable. 


The  following  letters  and  forms  are  samples  of  those  used  by  Mr.  Kemner’s  firm  in 
the  work  described  in  his  article. — Ed. 


Letter  No.  1. 

Mr.  John  Tenant 
1234  Anchor  Street 
Philadelphia,  Pennsylvania 
Dear  Mr.  Tenant: 

Please  be  advised  that  on  and  after  October  first 
your  rent  will  be  $32.50. 

In  accordance  with  instructions  from  the  own¬ 
ers  we  have  been  asked  to  take  this  action  in 
order  to  bring  the  rents  in  this  section  up  to  their 
proper  level.  We  are  very  anxious  to  have  your 
cooperation  in  this  matter  and  wish  to  assure  you 
that  we  shall  do  everything  possible  to  make  the 
house  comfortable  for  you. 

We  are  rapidly  getting  our  houses  in  first- class 
condition,  and  if  your  house  is  not  already  taken 
care  of,  it  will  be  within  the  next  month. 

Very  truly  yours, 

Heyer-Kemner,  Inc. 

By 

Letter  No.  2 

Mr.  John  Tenant 
1234  Anchor  Street 
Philadelphia,  Pennsylvania 
Dear  Mr.  Tenant: 

The  owners  of  the  property  in  which  you  reside 
have  developed  a  purchase  plan  which  they  believe, 
and  we  know,  to  be  absolutely  unique — it  is  known 
as  the  BUDGET  FINANCE  PLAN.  This  plan 
will  protect  you,  in  the  face  of  an  advancing  real 
estate  market,  against  any  increase  in  rentals.  It 
is  the  policy  of  this  organization  to  give  the  ten¬ 
ant  living  in  one  of  its  properties  the  first  oppor¬ 
tunity  to  buy.  It  so  happens  that  our  relations 
with  you  have  always  been  very  cordial  and  pleas¬ 
ant,  and  we  much  prefer  to  have  you  buy  this 
property. 

We  shall  appreciate  it  if  you  will  advise  us  on 
the  enclosed  card  as  to  when  it  will  be  convenient 


for  one  of  our  representatives  to  call  and  explain 
the  BUDGET  FINANCE  PLAN. 

Very  truly  yours, 

Heyer-Kemner,  Inc. 

By 

Letter  No.  3 

Mr.  John  Tenant 
1234  Anchor  Street 
Philadelphia,  Pennsylvania 
Dear  Mr.  Tenant: 

Apparently  you  enjoy  your  present  neighbor¬ 
hood  and  the  house  in  which  you  are  now  living; 
otherwise,  you  would  not  continue  in  the  prop¬ 
erty  as  one  of  our  tenants. 

The  owners  of  the  property  have  developed  a 
plan  whereby  you  can  purchase  this  home  in  a 
systematic  manner  at  a  cost  far  less  than  your 
present  rental.  Rents,  like  everything  else,  are 
advancing  and  are  going  to  continue  to  advance. 
Why  not  blot  out  all  fears  of  rent  increases  and 
notices  to  vacate  by  taking  advantage  of  the  easy 
139-Month  Plan?  The  plan  requires  only  $350 
cash  to  purchase  and  a  monthly  payment  of 
$25.60  out  of  which  you  are  saving  on  the  aver¬ 
age  of  $13.80,  making  the  cost  of  living  in  your 
present  house  $11 80  per  month  plus  taxes  of 
$7.88,  or  a  total  of  $19.68. 

Now  is  the  time  to  settle  the  rent  problem  once 
and  forever;  let  us  join  your  rent  and  savings 
together  into  a  plan  that  will  work  every  day. 
Our  representative  will  be  glad  to  call  and  explain 
further  details  of  this  plan  at  your  convenience. 

In  the  meantime,  we  suggest  that  you  make  an 
inspection  of  our  new  sample  house  at  7230  Castor 
Street,  which  we  intend  to  have  open  not  later 
than  September  first. 

Very  truly  yours, 

Heyer-Kemner,  Inc. 

By 
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Letter  No.  4 

Mr,  John  Tenant 
1234  Anchor  Street 
Philadelphia,  Pennsylvania 

Dear  Mr.  Tenant: 

Apparently  you  enjoy  your  present  neighbor¬ 
hood  and  the  house  in  which  you  are  now  living; 
otherwise,  you  would  not  continue  in  the  property 
as  one  of  our  tenants.  The  owners  of  the  prop¬ 
erty  have  developed  a  plan  whereby  you  can 
acquire  this  home  in  a  systematic  manner,  which 
we  know  will  appeal  to  you,  so  that  in  a  few 
short  years  you  can  say,  “This  home  is  really 
ours.” 

As  you  are  aware,  rents  are  advancing  and 
probably  are  going  to  continue  to  advance.  We 
can  under  this  plan  show  you  how  you  can  join 
your  rental  payments  with  a  savings  account  and 
protect  yourself  against  all  future  rent  increases. 

Recent  sales  and  sales  inquiries  in  your  partic¬ 
ular  block  indicate  that  it  will  be  necessary  for  us 
to  secure  more  vacant  houses  to  satisfy  new 
purchasers. 

It  is  fhe  policy  of  this  office  to  give  the  tenant 
the  first  opportunity  to  purchase  the  property 
wherein  he  resides,  and  we  shall  be  very  glad  to 
have  the  opportunity  of  showing  you  how  you 
may  continue  to  live  in  your  present  home. 

By  filling  in  the  enclosed  card  and  mailing  it  to 
our  office,  a  representative  will  be  glad  to  call  and 
explain  the  NEW  139-MONTH  PLAN. 

Very  truly  yours, 

Heyer-Kemner,  Inc. 

By 


Letter  No.  5 

Mr.  John  Tenant 
1234  Anchor  Street 
Philadelphia,  Pennsylvania 

Dear  Mr.  Tenant: 

You  are  hereby  given  thirty  (30)  days’  notice 
to  vacate  the  premises  which  you  now  occupy. 

We  regret  very  much  serving  you  with  this 
notice  as  your  record  with  us  is  one  of  the  best. 
However,  as  we  are  making  great  progress  with 
our  sales,  it  is  impossible  for  us  to  carry  you 
along  as  a  tenant  in  this  property. 

You  will  find  us  at  your  service  at  any  time, 
and  we  shall  do  everything  possible  to  aid  you  in 
securing  another  property  to  rent. 

Very  truly  yours, 

Heyer-Kemner,  Inc. 

By 


Letter  No.  6 

Mr.  John  Tenant 
1234  Anchor  Street 
Philadelphia,  Pennsylvania 

Dear  Mr.  Tenant: 

We  have  been  making  a  very  determined  effort 
to  make  your  apartment  building  satisfactory  to 
you  in  every  respect  by  having  everything  in  first- 
class  condition,  both  as  to  cleanliness  and  manage¬ 
ment.  We  are  very  anxious  to  have  everyone  in 
the  building  satisfied  by  having  the  rents  upon  an 
equal  basis. 

We  have  checked  the  rental  schedule  and  have 
determined  that  all  tenants  should  be  entitled  to 
the  same  rental  rate,  and  it  therefore  becomes 
necessary  for  us  to  readjust  your  rent  as  of  Sep¬ 
tember  1,  1934,  to  the  amount  of  $47.50.  We  are 
sure  you  appreciate  our  desire  to  be  entirely  fair 
to  all  our  tenants  in  this  respect. 

We  also  prefer  to  have  all  leases  upon  a  yearly 
basis.  This  should  better  enable  you  to  always 
have  a  high  type  tenant  in  the  same  building  with 
you,  which,  of  course,  is  very  desirable  and 
necessary. 

If  convenient  to  you,  we  should  like  to  have 
future  payments  made  as  of  the  first  of  each 
month,  and  we  shall  adjust  your  rent  accordingly 
at  the  next  due  date. 

We  ask  for  your  cooperation  in  this  adjustment 
and  wish  to  assure  you  of  our  whole-hearted  desire 
to  make  you  comfortable  and  happy. 

Very  truly  yours, 

Heyer-Kemner,  Inc. 

By 

Letter  No.  7 

Mr.  John  Tenant  Prospect 
650  Paul  Street 
Philadelphia,  Pennsylvania 

Dear  Mr.  Tenant  Prospect: 

We  are  pleased  to  note  your  inspection  of  Went- 
ley  Court  Apartments  located  at  2432  Charles 
Street,  Philadelphia. 

Wentley  Court,  being  situated  in  the  best  resi¬ 
dential  section  of  Frankford,  with  theatres,  stores, 
and  high-speed  transportation  within  a  few  min¬ 
utes’  walk,  together  with  the  high  type  of  tenant 
now  in  this  building,  should  make  an  ideal  com¬ 
bination  for  your  needs  and  desire. 

We  shall  be  glad  to  have  our  representative  call 
on  you  at  your  convenience  and  furnish  any  addi¬ 
tional  information  you  may  care  to  have. 

Very  truly  yours, 

Heyer-Kemner,  Inc. 

By 
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Letter  No.  8  The  enclosed  list  covers  properties  in  all  sec- 


Mr.  John  Tenant 
1234  Anchor  Street 
Philadelphia,  Pennsylvania 
Dear  Mr.  Tenant: 

This  will  acknowledge  receipt  of  your  notice  to 
vacate  the  premises  which  you  occupy  as  of  May 
fifteenth. 

It  is  with  considerable  regret  that  we  lose  you 
as  a  tenant  and  sincerely  trust  that  we  shall  have 
the  pleasant  privilege  of  renting  another  house  to 
you  some  day  soon.  Your  tenancy  has  been  a 
most  satisfactory  one,  and  we  are  very  grateful 
for  your  patronage. 

Very  truly  yours, 

Heyer-Kemner,  Inc. 

By 

Letter  No.  9 
Mr.  John  Newlywed 
844  Clarke  Street 
Philadelphia,  Pennsylvania 
Dear  Mr.  Newlywed: 

The  time  has  come  when  you  will  be,  in  the 
near  future,  a  person  in  search  of  a  home  for 
your  happiness. 

You  no  doubt  expect  at  some  time  to  own  your 
home,  and,  of  course,  at  first  you  might  think  it 
better  to  rent  than  to  buy. 

Before  one  of  the  largest  institutions  in  Amer¬ 
ica  created  this  NEW  139-MONTH  PLAN,  it  was 
indeed  a  difficult  thing  for  a  man  with  today’s 
income  to  buy,  simply  because  of  large  sums  of 
money  needed  to  start. 

Today  under  this  NEW  139-MONTH  PLAN 
you  can  purchase  the  SHOW  HOUSE  of  the 
neighborhood  for  a  very  small  amount  of  cash 
and  the  monthly  carrying  charges  not  any  more 
than  rent  you  would  pay  for  a  house  in  good 
condition. 

The  enclosed  folder  will  help  you  considerably 
in  describing  the  plan,  and  we  shall  be  pleased 
to  have  our  representative  call  on  you  at  your 
convenience  if  you  will  fill  out  the  enclosed  card. 

Very  truly  yours, 

Heyer-Kemner,  Inc. 

By 

Letter  No.  10 

Mr.  John  Realtor 
16.50  Main  Street 
Philadelphia,  Pennsylvania 
Dear  Mr.  Realtor: 

For  your  prospects  who  are  finding  it  difficult 
to  buy  a  modern  home  due  to  insufficient  cash, 
may  we  suggest  that  you  show  them  our  new  139- 
Month  Plan  Homes  which  require  only  a  ten  per 
cent  down-payment. 


tions  of  Northeast  Philadelphia,  and  the  enclosed 
folders  will  give  you  full  details  of  the  working  of 
the  plan. 

A  full  commission  of  five  per  cent  is  paid  to  you 
out  of  the  down-payment.  We  are  having  quite 
some  success  in  the  selling  of  these  homes  and 
are  more  than  anxious  to  have  your  cooperation. 

Should  you  desire  additional  copies  of  the  en¬ 
closures,  we  shall  be  very  happy  to  mail  some  to 
you  upon  request. 

Again  thanking  you  for  your  cooperation,  we 
are 

Very  truly  yours, 

Heyer-Kemner,  Inc. 

By 

Letter  No.  11 
Dear  Fellow  Broker: 

The  New  139-Month  Plan  of  home  purchase  is 
now  in  full  swing,  and  we  find  that  there  are  many 
prospects  around  who  are  interested  in  this  new 
and  easy  way  to  home  ownership. 

We  have  opened  several  new  and  attractive 
sample  houses  in  your  territory  which  your  pros¬ 
pects  would  undoubtedly  be  glad  to  inspect.  These 
houses  are  located  at: 

924  Bridge  Street  5546  Miriam  Road 

905  Granite  Street  5357  Sackett  Street 

965  Sanger  Street  3519  Englewood  Street 

585  Carver  Street  3401  Tyson  Street 

410  West  Boulevard 

These  selections  grive  you  a  wide  price  and  loca¬ 
tion  range.  Each  sample  house  has  been  thor¬ 
oughly  renovated  from  roof  to  cellar.  This  renova¬ 
tion  includes  a  new  roof  where  necessary;  all 
plumbing  and  heating  systems  in  good  condition 
and  in  good  working  order;  wafis  scraped  and 
plastered  where  necessary;  floors  scraped  and 
completely  refinished;  all  poor  woodwork  removed 
and  replaced ;  all  cement  work  reconditioned ;  and 
then  we  include:  NEW — paint,  paper,  electric 
fixtures,  linoleum,  gas  range,  latest  type  kitchen 
cabinets,  sink,  all  brass  hardware  throughout, 
new  spigots  and  handles  in  kitchen  and  bath 
room,  and  shades. 

Unquestionably  this  gives  the  home  purchaser 
a  home  in  absolutely  perfect  condition  and  guards 
against  future  repair  bills.  In  addition,  don’t 
overlook  the  low  settlement  costs.  AND  DON’T 
FORGET  YOUR  OFFICE  RECEIVES  A  FULL 
FIVE  PER  CENT  COMMISSION. 

Enclosed  herewith  find  several  folders  explain¬ 
ing  the  plan  in  detail. 

LET’S  GO  TO  BAT  AND  SEE  IF  WE  CAN’T 
HELP  YOU  MAKE  SOME  COMMISSIONS. 

Very  truly  yours, 

Heyer-Kemner,  Inc. 

By 
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How  to  Bay 


139  MONTH  PLAN 


Singte  Mortoogo  .  ...  i 
May  bo  Poid  os  folluwt: 

60\  t$Z400.)  Monthly  .  I 
40%  ($.1600.  )  Monthly  .  j 

Total  MortQogo  Paymonts  ] 


Inside  spread 
"Rent  Receipt  B<K)k" 
(older. 


Printing;  on  cardboard  pre\ents 
the  prospect  from  discarding  it 
quickly,  and  folded  it  is  easily 
carried. 


Mr.  &  Mrs.  RentKr 

Are  YOU  t>.4yin(  ct  O 
Honitr  for  Somebody  Else  ^ 

Av«ro9* 

Rtnlol  Poym^nt  oi  $35.00 

$35.  X  139  mo.  —  .  .  $4,865.00 

$35.  per  month  invested  in 
139  Month  Plan  Home 
would  cost  mcl.  taxes 
(Estimated  $7.80  per  mo.)  2,824.48 
Profit  over  poylng  rent  $2,040.52 


WHY  PAY  RENT? 

When  you  can  protect  yourself 
against  increasing  rents  and  mov¬ 
ing  expenses  while  building  for 
(he  future. 

o 


Start  Now! 

MAY  WE  EXPLAIN  FURTHER’ 


CHECK  THE  MANY  FEATURES 
oi  HmNEW 

139  MONTH  PLAN 

O 

V  Only  small  dov/.n  payment  re¬ 
quired. 

V'  Only  one  mortgage. 

V  Guaranteed  mortgage  maturity 
N'  No  loss  thru  failure  of  fT’crtgag'’.e 

V  No  mortgage  renewal  fees. 

V'  No  financing  costs. 

No  extra  fees. 

Avoids  calling  of  mor'gcgc- 
\'  Avoids  rent  increases. 

V  Avoids  price  increases. 

V  Each  payment  reduces  prin¬ 
cipal  and  interest. 

V  Monthly  payments  are  low. 

V  House  in  good  condition. 

V  Backed  by  es'abhshed  national 
institution  of  2‘^  billion  assets. 
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Thcic  circulars  were  distributed  just  betore  the 
Christmas  holidays.  Some  rc^sults  were  ^thered 
from  such  distribution,  as  during  the  month  of 
January  (1935),  ordinarily  'a  quiet  month,  twenty- 
eicht  houses  were  sold. 


The  cost  of  these  circulars  is  very  low, 
10,000  copies  for  $11.00.  These  were 
distributed  in  the  immediate  neighbor* 
hood  of  the  house  in  question,  also  in 
districts  where  working  people  lived  and 
at  the  doors  of  industrial  plants. 


If#  iJ*”***  wifk 
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Picture  tMken  hrforv  re- 
cniulitionint;  u  as  started. 
Rent  received  before 
pro(X.-rty  was  vacated.S.^I). 


Picture  taken  afu-r  rccon- 
ditiunint;.  The  house  was 
sold  for  lA.IHKt  within  one 
week  after  heinj;  u|)encd 
as  a  sample  house. 
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Picture  t;iken  M<trr  re- 
conditioninii'  was  started. 
This  house  stood  for  six 
years  before  our  client  be¬ 
came  the  owner. 


Picture  taken  «f*er  recon- 
dirionini'.  This  house  was 
sold  widiin  two  weeks 
after  conmletion  of  re¬ 
pairs  for  ^,500. 
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lliis  sign  is  used  h»r  scattered  sale 
pnijH'rties  wliieh  are  oficn  on  Sundays 
onl\.  The  “Often  for  Inspection"  strip 
is  remos  able. 


•Attractive 
f*oint-of-salc 
display  sign. 


Our  own  crew  and  handy 
men  build  ami  erect  tliesc 
signs.  The  “Reconditione*!" 
sign.  "Sample  House"  sign, 
and  the  "Sold”  sign  can  be 
inserted  in  the  same  frame. 


Silent  Salesman 


Tlvc  sign  is  placed  in  the  liv  ■ 
ing  room  of  the  Sample 
Hou.se.  itisfinisited  in  attrac¬ 
tive  bond  cardboard  « irii  red 
and  bl.ick  lettering. 


nie  abov  e  sign  is  a  sample  of 
those  used  for  general  adv  er- 
tising,  which  are  spread 
throughout  the  areas  in 
which  we  ojierate.  Theyhave 
prov  en  valuable. 


Arrows  are  placed  wiriiin  a 
radius  of  t»  o  miles  of  sample 
h<iuse. 


What  to  Study 

Carrie  Maude  Jones,  Editor 
Librarian,  The  Institute  of  Real  Estate  Management 


A  Brief  Survey  of  Books  and  Maga2;ines  on  Property  Management 


“Will  you  please  send  me  a  good  book  on  prop¬ 
erty  management?”  “I  want  to  study  building 
management.”  “What  magazine  should  I  buy?” 
“Please  send  at  our  expense  the  best  book  pub¬ 
lished  on  new  management  policies.”  These  ques¬ 
tions  and  many  like  them  bring  to  light  quite 
forcibly  the  CTeat  dearth  of  printed  material  on 
the  science  of  managing  real  property  efficiently. 
Of  textbooks  there  are  none.  A  few  management 
magazines  are  published  regularly,  but  too  many 
of  these  are  sketchy,  limited  to  local  interest,  and 
elementary.  This  article  will  attempt  to  describe 
briefly  just  what  exists  in  printed  form. 

Apartment  House  Ovmership  and  Management, 
by  Grace  Perego,  published  by  Rochester  Alliance 
Press,  Inc.,  in  1934,  (price  $5.00)  is  a  valuable 
handbook  of  337  pages  of  information  on  apart¬ 
ment  properties  which  will  be  of  interest  to  anyone 
engaged  in  the  business.  This  was  preceded  in 
1930  by  Violet  Rose  Widder’s  Apartment  and 
Apartment  Hotel  Management,  published  by  tho 
Wetzel  Publishing  Co.,  Inc.  (price  $5.00,  160 
pages).  Both  of  these  books  are  products  of  the 
experience  of  managing  properties  in  the  Pacific 
Coast  area.  There  is  also  available  a  small  volume 
called  House  Propertg  and  Its  Management,  by 
Octavia  Hill,  pioneer  in  raising  housing  standards 
in  London  (Macmillan,  1921,  $1.25). 

There  is  a  readable  little  book  on  office  building 
management  by  William  F.  Davidson  called  Rent¬ 
ing  Offices,  published  by  the  National  Association 
of  Building  Owners  and  Managers  in  1928  (price 
$3.00).  There  are  no  other  books  in  existence  on 
the  management  of  apartment  properties  or  office 
buildings  with  the  exception  of  Association  Pro¬ 
ceedings  which  are  issued  annually. 

The  National  Association  of  Building  Owners 
and  Managers  has  brought  out  each  year  since 
1920  Proceedings  of  the  Annual  Convention. 
Copies  are  for  sale  from  1923  to  date.  Current 
issues  are  $10.00,  but  earlier  issues  may  be  se¬ 
cured  at  a  reduced  pi'ice.  The  Proceedings  include 
for  the  most  part  office  building  problems,  but 
the  Apartment  Division  Sessions  are  also  re¬ 
ported  although  quite  briefly.  The  Property  Man¬ 
agement  Division  of  the  National  Association  of 
Real  Estate  Boards  issued  annual  Proceedings 
from  1923  to  1927,  which  are  $1.50  each.  From 
1928  to  1930  the  papers  of  this  Division  were 
included  in  a  large  annual  volume  called  Annals 
of  Real  Estate  Practice  which  is  still  available 
at  $3.50  a  volume.  Articles  and  papers  of  interest 
to  both  apartment  house  managers  and  office 
building  managers  are  found  in  these  volumes. 


In  the  magazine  field  there  are  three  periodicals 
of  national  scope  which  should  be  on  the  subscrip¬ 
tion  list  of  every  building  manager:  The  Journal 
of  Real  Estate  Management;  Buildings  and  Build¬ 
ing  Management;  and  Skyscraper  Management. 
The  first  magazine  is  issued  quarterly  by  The 
Institute  of  Real  Estate  Management  ($5.00). 
Buildings  and  Building  Management  publishes  two 
issues  in  January  and  one  issue  in  each  of  the 
other  months  of  the  year  ($3.00).  Skyscraper 
Management  is  also  a  monthly  and  is  issued  by 
the  National  Association  of  Building  Owners  and 
Managers  (subscription  price  $2.00).  To  supple¬ 
ment  this  list  there  are  a  few  magazines  of 
regional  interest  brought  out  by  local  organiza¬ 
tions:  Apart  ment  Journal,  which  is  the  official  pub¬ 
lication  of  the  Apartment  Operators  Association 
of  Seattle,  Washington  (monthly,  $1.50  per  year)  ; 
Aparttnent  Houses  and  Management,  the  publica¬ 
tion  of  the  Apartment  Owners  and  Managers 
Association  of  San  Francisco  (monthly,  $1.00  a 
year)  ;  Apartment  Management  in  New  England, 
published  by  Middlesex  Apartment  Owners’  Asso¬ 
ciation,  Inc.  (monthly,  no  charge) ;  Oklahoma  City 
Apartment  Journal,  issued  by  the  Oklahoma 
Apartment  Owners  Association,  Inc.  (monthly,  25 
cents  a  copy). 

Magazines  of  general  interest  to  the  real  estate 
business  include  articles  of  value  to  the  property 
manager.  These  are  as  follows:  National  Real 
Estate  Journal,  published  monthly  with  the  excep¬ 
tion  of  April  when  two  issues  appear  (subscrip¬ 
tion  price,  $4.00) ;  The  Economist,  a  weekly  ($5.00 
a  year)  ;  Real  Estate,  issued  weekly  ($3.00)  ;  the 
quarterly  Journal  of  Land  and  Public  Utility 
Economics  ($5.00)  ;  Real  Estate  Record  (weekly, 
$15.00;  National  Edition,  $2.00  a  year).  Building 
managers  should  also  keep  in  mind  the  very  splen¬ 
did  publication,  the  Real  Estate  and  Btiilding  Man¬ 
agement  Digest,  which  appears  monthly  and  cov¬ 
ers  some  eighty  odd  magazines  ($3.00  a  year). 

Since  1920  the  National  Association  of  Building 
Owners  and  Managers  has  issued  an  annual 
Office  Building  Experience  Exchange  Report  giv¬ 
ing  income  and  expenditures  of  buildings  situated 
all  over  the  United  States  upon  a  cents  per  square 
foot  basis.  Current  issues  are  available  at  $3.50 
per  copy,  and  earlier  issues  at  a  special  rate. 
Figures  on  apartment  building  income  and  ex¬ 
pense  were  also  issued  in  an  Apartment  House 
Experience  Exchange  Report  annually  from  1922. 
From  1930  to  date  the  figures  have  been  released 
each  year  in  Skyscraper  Management. 


The  books  and  magazines  listed  above  may  be  secured  through  the  library  of  The  Institute  of  Real  Estate 

Management,  22  West  Monroe  Street,  Chicago. 


New  Books 

Some  Recent  Publications  Added  to  the  Library 


Abbott,  Edith. 

The  tenements  of  Chicago,  1908-1935.  Chicago, 
University  of  Chicago  Press,  1936.  505  p.  $5.00. 
The  author  believes  that  public  housing  with 
federal  funds  available  for  a  large-scale  pro¬ 
gram  is  the  only  solution  for  the  unskilled  wage- 
earner. 

Aronovici,  Carol  and  McCalmont,  Elizabeth. 
Catching  up  with  housing.  Newark,  Beneficial 
Management  Corp.,  1936.  243  p.  $2.00.  A  small 
source  book  of  facts  and  figures  on  housing. 

Association  of  Life  Insurance  Presidents. 

Proceedings  of  the  thirtieth  annual  convention, 
1936.  N.  Y.,  Author,  1933.  251  p.  Speech  by 
Guy  W.  Cox  on  life  insurance  investments  ex¬ 
plains  the  shift  from  urban  and  farm  mortgages 
to  other  securities. 

Bellman,  Sir  Harold. 

The  thrifty  three  millions.  London,  The  Abbey 
Road  Building  Society,  1935.  357  p.  Building 
and  loan  societies  in  England. 

California  State  Association  of  Building  Owners 
and  Managers.  Office  building  problems.  Los 
Angeles,  Author,  1936.  71  p.  $2.50.  Proceedings 
of  the  twelfth  conference  at  Del  Monte,  Febru¬ 
ary  14-15,  1936. 

International  Labour  Office. 

European  housing  problems  since  the  war. 
Geneva,  Author,  1924.  484  p.  $1.50.  A  meaty 
survey  of  housing  in  seventeen  European  coun¬ 
tries  from  1914-1923. 

Kofoid,  Charles  A.,  editor-in-chief. 

Termites  and  termite  control.  A  report  to  the 
Termite  Investigations  Committee,  2nd  ed.  re¬ 
vised.  Berkeley,  University  of  California  Press, 
1934.  795  p.  $5.00.  The  “last  word”  on  the 
biologry  of  these  pests  with  recommendations 
for  prevention  and  control  of  termite  damage 
by  methods  of  construction  and  the  use  of 
chemically  treated  and  unpalatable  woods. 

Marston,  Anson  and  Agg,  Thomas  R. 

Engineering  valuation.  N.  Y.,  McGraw-Hill, 
1936.  655  p.  $6.00.  Of  keen  interest  to  apprais¬ 
ers  of  industrial  and  public  utility  properties. 

The  Mortgage  Bankers  Association  of  America. 
1936  yearbook.  Chicago,  Author,  1936.  278  p. 
$2.00.  Papers  and  proceedings  of  the  twenty- 
third  annual  convention  held  October  7-9,  1936, 
at  Memphis,  Tennessee. 


Nelson,  N.  B. 

Law  of  real  estate  brokerage.  New  York,  Pren¬ 
tice-hall,  1928.  544  p.  $5.00.  Gives  a  complete 
summary  of  brokerage  laws,  calling  special  at¬ 
tention  to  local  state  laws  which  vary  from 
those  generally  in  force. 


Pennsylvania  Real  Estate  Association. 

Proceedings  of  the  sixteenth  annual  convention. 
Pittsburgh,  Pittsburgh  Reporting  Service,  1936. 
174  p.  Sales  and  management  clinic  includes 
four  speakers  and  general  discussion. 


Schmutz,  George  L.  and  McCormick,  Loring  0. 

Land  economics  applied  to  appraising.  Los 
Angeles,  California  Real  Estate  Association, 
1936.  94  p.  $2.00.  Prepared  for  the  State  Real 
Estate  Institute. 


Seattle  Real  Estate  Association,  compiler. 

Reports  on  city  real  estate  values.  Seattle, 
Author,  1914.  77  p.  Out  of  print.  A  small 
pamphlet  of  great  historical  interest  giving 
urban  land  values  in  fifty-two  American  and 
Canadian  cities  from  1907  to  1914. 


Semenow,  Robert  W. 

Survey  of  real  estate  brokers  license  laws. 
Chicago,  National  Association  of  Real  Estate 
Boards,  1936.  183  p.  $1.00.  The  most  complete 
survey  of  the  status  of  real  estate  license  laws 
which  has  ever  been  made. 


Shattuck,  Charles  B. 

Residential  appraising  building  construction 
and  unit  building  costs  in  California.  Los 
Angeles,  California  Real  Estate  Association, 
1936.  88  p.  $2.00.  Prepared  for  the  State  Real 
Estate  Institute. 


Studenski,  Paul. 

Taxation  and  public  policy.  New  York,  Richard 
R.  Smith,  1936.  267  p.  $3.00.  A  discussion  of 
the  current  problems  of  American  and  Euro¬ 
pean  public  finance  by  ten  contributors. 

U.  S.  Department  of  Commerce,  Bureau  of  the  , 
Census.  [, 

Census  of  Business:  1935.  Construction  indus-  j 
try.  Washington,  Bureau  of  the  Census,  1936.  i 
116  p.  Work  performed,  personnel,  pay  roll,  [ 
and  cost  of  material,  by  states  and  cities  and  i 
by  kind  of  business. 


What’s  in  the  January  Magazines 


INTERESTING  ARTICLES  OF  THE  MONTH  IN 
REAL  ESTATE  PERIODICALS 


Buildings  and  Building  Management 

HOW  UNFINISHED  OR  DANGEROUS  BUILDINGS  CAN  BE  REMOVED,  by  Lawrence  R.  Bloom- 
enthal,  a  Chicago  attorney.  A  summary  of  the  legal  action  that  may  be  taken  in  compelling  the 
demolition  of  skeletons. 

EFFICIENT  CLEANING  ROUTINE  FOR  AN  OFFICE  BUILDING,  by  J.  Raymond  Cheyney. 
Housekeeping  in  a  typical  office  building. 

EFFECTIVE  ADVERTISING  AT  MINIMUM  COST,  by  J.  Clydesdale  Cushman.  Includes  pictures 
of  attractive  posters  for  display  in  lobbies  and  show  windows. 


Real  Estate 

CITY  GROWTH  AND  YOUR  BUILDING,  by  Homer  Hoyt.  An  analysis  of  city  growth  and  rentals 
in  Chicago  by  the  Housing  Economist  of  FHA. 

1936  REAL  ESTATE  PASSES  IN  REVIEW,  by  James  C.  Downs,  Jr.  Where  we  have  been  and 
where  we  are  going  as  seen  by  the  President  of  Real  Estate  Statistics,  Inc. 


National  Real  Estate  Journal 

MAKING  AND  USING  THE  RENT  SCHEDULE  FOR  AN  APARTMENT  HOUSE,  by  Henry  T. 
Holsman.  An  address  before  The  Institute  of  Real  Estate  Management  at  the  convention  of  the 
National  Association  of  Real  Estate  Boards,  New  Orleans,  November,  1936. 

THE  SOCIAL  SECURITY  ACT  AND  WHAT  IT  REQUIRES  OF  YOU,  by  James  R.  Favret.  A 
talk  by  the  author  before  the  Cincinnati  Real  Estate  Board. 


Real  Estate  Record 

THE  CONTROL  OF  NEIGHBORHOODS,  by  Frederick  M.  Babcock.  “The  customary  thinking  in 
terms  of  lots  has  gfiven  away  to  thinking  in  terms  of  neighborhoods.”  A  most  intere.sting  article 
expressing  the  ideas  of  the  FHA. 

ECONOMIES  IN  LARGE-SCALE  MANAGEMENT,  by  Robert  R.  Taylor.  Experience  of  the  Mich¬ 
igan  Boulevard  Garden  Apartments,  a  large  housing  project  for  negroes  on  Chicago’s  South  Side. 


The  Economist 

LEGAL  PHASES  OF  PROPERTY  MANAGEMENT,  by  J.  Edward  Newberger.  Distress  for  rent 
and  lessor’s  liability  for  injuries  are  treated  in  the  January  ninth  and  sixteenth  issues. 

NATIONAL  PROSPERITY  VIA  INDIVIDUAL  SAVINGS,  by  E.  C.  Harwood.  “The  idea  is  not 
socially  vicious  as  this  discussion  proves.” 

American  Mercury 

THE  COMING  REAL  ESTATE  CRASH,  by  J.  L.  Brown.  A  caustic  article  on  the  evils  of  the  Home 
Owners’  Loan  Corporation. 

Architectural  Forum 

BUILDING  FORECAST  FOR  1937.  The  Architectural  Forum  was  ninety-three  per  cent  correct  in 
forecasting  1936  construction.  They  predict  a  thirty-nine  per  cent  increase  for  1937,  totaling 
$3,715,000,000. 

ROCKEFELLER  APARTMENTS.  Detailed  floor  plans  and  exterior  views  of  an  apartment  build¬ 
ing  in  New  York  City  representing  new  departures  in  architecture  and  layout. 
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FIRST  SESSION  OF  THE  GOVERNING 
COUNCIL 

HE  regular  quarterly  meeting  of  the  Gov¬ 
erning  Council  was  held  at  the  Roosevelt 
Hotel  in  New  Orleans,  Louisiana,  on  Tues¬ 
day,  November  17,  1936,  with  President  Edward 
G.  Hacker  presiding. 

Minutes  of  the  Mf.eting  Held  in  Chicago, 
Ilunois,  June  22,  1936 

The  minutes  of  the  meeting  of  the  Governing 
Council  held  in  Chicago  on  June  22,  1936,  were 
read  and  approved. 

Membership  Report- 

The  membership  of  The  Institute  of  Real  Estate 
Management  was  reported  as  ninety-two,  with 
seven  applications  pending. 

A  motion  was  made,  seconded,  and  carried 
ordering  sixty-day  notices  to  be  sent  to  two 
delinquent  members. 

Report  of  the  Admissions  Committee 

Mr.  Paul  Caspers  presented  the  report  of  the 
Admissions  Committee  and  moved  the  election  to 
membership  of  Morton  G.  Thalhimer,  Inc.,  Rich¬ 
mond,  Virginia.  The  motion  was  seconded  by  Mr. 
Schultz  and  unanimously  carried. 

Upon  a  motion  by  Mr.  Schultz,  which  was  sec¬ 
onded  by  Mr.  DuBois,  the  application  of  Aubrey 
Maddock,  Hartford,  Connecticut,  was  recom¬ 
mended  for  acceptance  as  soon  as  the  Cashier  is 
bonded.  The  motion  was  carried. 

Five  other  applications  were  submitted.  Upon 
a  motion  by  Mr.  DuBois,  which  was  seconded  by 
Mr.  Schultz,  it  was  ordered  that  these  applica¬ 
tions  be  held  in  abeyance  until  such  time  as  they 
comply  in  full  with  the  entrance  requirements. 
The  motion  was  carried. 

Financial  Report 

Mr.  DuBois  read  the  report  of  the  Treasurer, 
Mark  Levy,  effective  as  of  October  31,  1936.  Mr. 
Schultz  moved  that  the  report  be  accepted;  the 
motion  was  seconded  and  carried. 


Receipts 

1936  Membership  Dues . $2,674.17 

Member  Subscribers  to  Journal..  418.75 
Non-Member  Subscribers  to 

Journal .  972.75 

Sale  of  Standard  Forms .  309.55 

1935  Dues  Paid  in  1936 .  29.17 


$4,404.39 


Expenses 


Administrative  Services .  1,416.67 

Dues,  Refunds  &  Transfers .  13.25 

Journal .  1,326.42 

Miscellaneous .  83.46 

Postage  .  152.71 

Printing  and  Stationery .  135.74 

Travel .  61.56 

Services .  3.60 

Standard  Forms .  192.82 

$3,386.23 

Excess  of  Receipts  over 

Expenses . $1,018.16 

Less:  Administrative  Reserve....  283.33 


$734.83 

Plus:  Surplus,  January  1,  1936.. — 302.78 
Available  Cash,  October  31, 1936  $  432.05 


Summary 

Cash  . $  942.38 

Less:  Funds  on  Deposit .  55.00 

Less:  1937  dues  paid  in  1936 .  106.35 

Less:  Administrative  Reserve....  283.33 
Less:  Accounts  Payable .  65.65 


$  432.05 

Amendment  to  By-Laws 

The  following  proposed  amendment  to  the  By- 
Laws  was  submitted  to  the  members  of  The  Insti¬ 
tute  of  Real  Estate  Management  July  29,  1936,  in 
accordance  with  Article  XVI,  Section  1,  of  the 
By-Laws,  and  was  brought  before  the  Governing 
Council  at  this  meeting  for  approval: 

“ARTICLE  VIII,  Section  1 :  The  Governing 
Council  shall  elect  from  among  its  own  number 
a  President;  and  a  Vice  President  from  each  of 
the  eight  (8)  regions  created  by  the  Governing 
Council  (subject  to  the  right  of  the  Governing 
Council  to  make  changes  therein  at  any  time, 
such  regions  are  hereby  designated  with  bound¬ 
aries  and  identification  coincident  with  the  re¬ 
gions  already  created  hy  the  Board  of  Directors 
of  the  National  Association  of  Real  Estate 
Boards) .  These  officers  shall  also  be  respectively 
President  and  Vice  Presidents  of  The  Institute 
of  Real  Estate  Management;  and  their  duties 
shall  be  such  as  usually  pertain  to  their  re¬ 
spective  offices. 

“The  Vice  Presidents  shall,  in  the  order  of 
their  nomination  for  the  then  current  tenure  of 
office,  perform  the  duties  of  the  President  in  the 
event  of  his  absence  or  disability.  They  shall 
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supervise  the  work  of  the  Institute  in  their  re¬ 
spective  regions  and  act  as  the  representative  of 
the  President  in  such  matters  as  may  be  as¬ 
signed  to  them. 

“In  case  of  a  vacancy  in  the  office  of  any 
Vice  President,  it  shall  be  filled  by  the  Govern¬ 
ing  Council  for  the  unexpired  term  from  the 
region  in  which  the  vacancy  occurs,  and  such 
Vice  President  shall  be  regarded  as  the  last 
nominee  under  the  provisions  of  the  second  par¬ 
agraph  of  t}iis  Section.” 

Mr.  Schultz  moved  the  adoption  of  the  proposed 
amendment  to  the  By-Laws;  the  motion  was  duly 
seconded  and  unanimously  carried. 

Proposed  Bond  fob  the  Institute 
It  was  moved,  seconded,  and  unanimously  car¬ 
ried  that  the  proposal  of  the  Bartholemay-Darling 
Company  of  Chicago,  Illinois,  to  bond  the  Institute 
and  all  owners  whose  properties  are  managed  by 
the  Institute,  be  laid  on  the  table. 

Report  op  the  Education  Committee 
Henry  T.  Holsman,  Chairman  of  the  Education 
Committee,  presented  the  report  of  his  Committee. 
A  motion  was  made  by  Mr.  Schultz,  seconded,  and 
unanimously  carried  that  the  report  be  accepted. 

Future  Case-Study  Courses 
A  motion  was  made  by  Mr.  Schultz,  seconded, 
and  unanimously  carried  recommending  the  con¬ 
tinuance  of  Case-Study  Courses  for  next  summer. 

A  motion  was  made  by  Mr.  Schultz  that  the 
text  material  prepared  for  the  1936  Case-Study 
Courses  be  reedited  immediately,  preparatory  to 
being  used  next  summer,  and  that  it  then  be 
put  into  book  form  and  sold  to  members  only.  Mr. 
DuBois  seconded  the  motion,  and  it  was  unani¬ 
mously  carried. 

The  meeting  adjourned  at  12:00  o’clock. 


SECOND  SESSION  OF  THE  GOVERNING 
COUNCIL 

The  meeting  was  called  to  order  at  2:00  P.  M., 
with  President  Hacker  presiding. 

The  resignation  of  Rusch  &  Boyd,  Inc.,  Hacken¬ 
sack,  New  Jersey,  was  presented.  It  mas  moved  by 
Mr.  Hall,  seconded  by  Mr.  Price,  and  unanimously 
carried  that  the  resignation  be  laid  on  the  table 
until  further  information  can  be  gained  as  to  the 
reason  for  it. 

Report  op  the  Pubucations  Committee 

Upon  a  motion  by  Mr.  Price,  which  was  duly 
seconded  by  Mr.  Holsman  and  unanimously  car¬ 
ried,  the  following  report  by  James  C.  Downs,  Jr., 
concerning  The  Journal  of  Real  Estate  Manage¬ 
ment,  was  accepted  and  approved. 

1.  Number  of  member  subscribers .  92 

2.  Number  of  non-member  subscribers....  245 


3.  Cost  of  publication  by  issues  during  1936 


A.  February,  1936 — 750  copies . $519.62 

B.  July,  1936 — 700  copies . $554.31 

4.  Total  number  of  issues  published 

since  the  magazine  was  launched .  7 

5.  Total  number  of  pages  (including 

November,  1936) .  649 


Ethics  and  Discipline  Committee 
No  report  was  made  by  this  Committee. 

Report  of  Accounting  and  Exchange 
Committee 

Delbert  S.  Wenzlick,  Chairman  of  the  Commit¬ 
tee,  presented  the  suggestion  that  appraisers  and 
management  agencies  should  have  some  standards 
in  common — the  management  firm  in  classifying 
its  income,  etc.  and  the  appraiser  to  use  these  as 
factors  in  his  appraisal.  Mr.  Wenzlick  requested 
the  cooperation  of  the  Appraisal  Institute  in  the 
following  motion : 

“That  a  special  joint  committee  be  suggested 
to  the  Appraisal  Institute  in  which  the  Manage¬ 
ment  Institute  and  the  Appraisal  Institute 
would  appoint  an  equal  number  of  members 
(two  or  three  from  each  body)  to  consider  the 
establishment  and  adoption  of  certain  standards 
of  practice  that  would  support  the  best  interests 
of  both  Institutes.” 

The  motion  was  seconded  by  Mr.  Price  and 
unanimously  carried. 

Report  of  Special  Committee  to  Propose 
Revision  of  Application  Forms 
Delbert  S.  Wenzlick,  Chairman  of  the  Commit¬ 
tee,  presented  the  following  recommendations: 

“It  is  recommended  that  the  Membership 
Committee,  after  persistent  follow-up  by  letter, 
telegram,  or  telephone,  if  necessary,  secure  the 
best  possible  compliance  with  this  requirement 
and  use  its  judgment  in  passing  and  recom¬ 
mending  any  applications  to  the  Board  of  Gov¬ 
ernors  for  acceptance  with  reference  to  the  mat¬ 
ter  of  Surety  Bonds. 

“Inasmuch  as  the  practice,  especially  in  New 
Jersey  and  St.  Louis,  of  accepting  a  discount  on 
repair  work  from  contractors  and  others  is  gen¬ 
erally  known  to  owners  in  these  communities, 
the  Committee  recommends  that  in  places  where 
this  condition  is  the  cause  of  difficulty  in  the 
application  that  the  Membership  Committee  se¬ 
cure  a  supplementary  letter  describing  in  detail 
the  practice  in  use  in  the  applicant’s  office  in 
this  regard  and  a  definite  statement  from  such 
applicant  that  the  owners  of  the  property  he 
manages  are  definitely  advised  of  the  basis  of 
his  remuneration.  In  this  case  your  Committee 
feels  that  the  Institute  should  not  be  too  tech¬ 
nical  at  this  time  where  it  is  convinced  that  the 
spirit  of  this  requirement  is  being  complied 
with. 
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“It  is  recommended  that  the  Membership  Com¬ 
mittee,  assisted  by  the  office  staff,  follow  up  such 
applications  as  are  incomplete  or  unsatisfactory 
in  the  most  diligent,  persistent,  and  diplomatic 
manner  possible  and  make  a  special  effort  at 
least  thirty  days  prior  to  each  meeting  of  the 
Board  of  Governors  to  have  all  applications  in 
such  shape  that  they  may  be  presented  to  the 
Board  of  Governors,  each  with  a  short  formal 
recommendation  for  acceptance  or  rejection 
from  the  Membership  Committee. 

“The  Committee  recommends  that  the  Board 
of  Governors  at  its  next  meeting  set  aside  suffi¬ 
cient  time  to  discuss  a  more  detailed  and  exact 
requirement  as  to  surety  bonds  required  of 
members,  so  that  the  By-Laws  may  be  amended 
and  strict  technical  compliance  with  the  new 
requirements  be  enforced.  Due  notice  and  fol¬ 
low-up  on  this  matter  should  be  given  to  all  Gov¬ 
ernors  before  the  meeting.” 

Report  of  Membership  Committee 
The  Membership  Committee  did  not  hold  a 
formal  meeting.  Chairman  Louis  A.  Moses  sug¬ 
gested  that  a  campaign  by  letter,  sent  by  him  as 
Chairman  of  th(:  Committ^,  be  inaugurated. 

The  meeting  adjourned  at  4:45  P.  M. 


THIRD  SESSION  OF  THE  GOVERNING 
COUNCIL 

The  meeting  was  called  to  order  by  President 
Hacker  at  3:45  P.  M.  on  November  19,  1936. 

New  Business 

Mr.  Schultz  proposed  that  a  service  be  instituted 
for  publicity,  which  the  members  of  the  Institute 
purchase  and  send  out  with  their  mail  to  clients. 
Mr.  Schultz  made  the  following  motion: 

“That  the  President  of  The  Institute  of  Real 
Estate  Management  appoint  a  committee  of 
three  members  (preferably  those  living  in  Chi¬ 
cago),  who  will  call  in  an  advertising  agency 
and  get  them  to  prepare,  upon  a  speculative 
basis,  copy  for  twelve  pieces  of  advertising  of 
such  size  as  to  be  attached  or  mailed  with  mem¬ 
bers’  other  mailings  to  clients  and  prospective 
clients  for  the  purpose  of  promoting  the  stand¬ 
ards  of  the  Institute  in  the  minds  of  those  clients 
and  thereby  increasing  the  standing  of  the  firms 
using  these  mailings.  After  the  mailings  have 
been  prepared  under  the  auspices  of  this  Com¬ 
mittee,  the  Chairman  will  ask  Harry  Grant 
Atkinson  to  communicate  with  the  members  and 
sell  them,  if  possible,  the  idea  of  purchasing 
these  pieces  and  mailing  them  out  with  their 
other  publicity.” 

The  motion  was  seconded  by  Mr.  Price  and 
unanimously  carried. 

President  Hacker  suggested,  as  a  means  of  pub¬ 
licity,  the  free  presentation  (for  a  time)  to 


executives  of  insurance  companies  of  the  Manage¬ 
ment  Journal,  featuring  the  Roster  of  Member.s. 

Mr.  Moses  suggested  that  interested  members 
of  the  Institute  contribute  to  a  fund  for  purchas¬ 
ing  and  mailing  the  magazine  in  order  to  get  this 
form  of  publicity  established. 

The  following  motion  was  made  by  Mr.  Moses: 

“That  the  above  Special  Committee,  in  col¬ 
laboration  with  Harry  Grant  Atkinson,  ascer¬ 
tain  the  cost  of  the  publicity  proposed  by  Mr. 
Schultz  and  Mr.  Hacker  with  reference  to  the 
magazine  and  such  other  things  as  may  come  up 
subsequent  to  the  findings  of  this  Executive 
Committee,  and  then  present  the  same  to  the 
members  for  contribution.” 

The  motion  was  seconded  by  Mr.  Schultz  and 
unanimously  carried.  President  Hacker  appointed 
the  following  Committee: 

Henry  T.  Holsman,  Chicago,  Chairman. 

A  member  of  the  firm  of  Swan,  Lorish  &  Cas¬ 
pers.  (Paul  Caspers  or  Oscar  Boenicke). 

Carlton  Schultz,  Cleveland,  Ohio. 

Mr.  Moses  suggested  that  a  concentrated  effort 
should  be  made  to  gain  members  in  territories 
where  there  are  no  members  at  present  and  that 
a  canvass  be  made  of  large  insurance  companies 
to  find  out  where  they  are  having  weak  represen¬ 
tation. 

The  meeting  adjourned  at  5:00  P.  M. 


FOURTH  SESSION  OF  THE  GOVERNING 
COUNCIL 

Election  of  Officers 

Howard  Haynie’s  report  for  the  nomination  of 
officers  of  the  Institute  for  the  year  1937  was  pre¬ 
sented  as  follows: 

For  President  of  The  Institute  of  Real  Estate 
Management : 

Harry  A.  Taylor,  East  Orange,  New  Jersey 

For  Vice-Presidents: 

Central  Atlantic  Region:  J.  W.  Markeim, 
Camden,  New  Jersey. 

Southeast  Region :  J.  Hearin,  Tampa,  Florida. 

Great  Lakes  Region:  Carlton  Schultz,  Cleve¬ 
land,  Ohio. 

North  Central  Region:  E.  R.  Price,  Minnea¬ 
polis,  Minnesota. 

South  Central  Region:  Delbert  S.  Wenzlick, 
St.  Louis,  Missouri. 

There  were  no  additional  nominations.  It  was 
moved  by  Mr.  Schultz  and  seconded  by  Mr.  DuBois 
that  the  rules  be  suspended  and  that  the  Secretary 
be  instructed  to  cast  a  unanimous  ballot  for  those 
nominated  to  the  above  named  offices.  The  motion 
was  carried. 
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FIRST  GENERAL  SESSION  OF 
THE  INSTITUTE 

The  First  General  Session  of  The  Institute  of 
Real  Estate  Management  was  called  to  order  at 
9:00  o’clock  on  Thursday  morning,  November  19, 
1936,  in  the  Gold  Room  of  the  Roosevelt  Hotel  in 
New  Orleans,  Louisiana,  by  President  Edward  G. 
Hacker. 

President  Hacker  spoke  briefly  about  the  num¬ 
ber  of  members  in  the  Institute,  about  the  Insti¬ 
tute’s  technical  publication,  The  Journal  of  Real 
Estate  Management,  and  about  the  Case-Study 
Courses  presented  by  the  Institute  at  the  Univer¬ 
sity  of  Chicago  in  the  summer  of  1936. 

The  following  proposed  amendment  to  the  By- 
Laws  of  the  Institute  was  presented: 

“ARTICLE  VIII,  Section  1:  The  Govern¬ 
ing  Council  shall  elect  from  among  its  own  num¬ 
ber  a  President ;  and  a  Vice  President  from  each 
of  the  eight  (8)  regions  created  by  the  Govern¬ 
ing  Council  (subject  to  the  right  of  the  Govern¬ 
ing  Council  to  make  changes  therein  at  any  time, 
such  regions  are  hereby  designated  with  bound¬ 
aries  and  identification  coincident  with  the 
regions  already  created  by  the  Board  of  Direc¬ 
tors  of  the  National  Association  of  Real  Estate 
Boards).  These  officers  shall  also  be  respec¬ 
tively  President  and  Vice  Presidents  of  The  In¬ 
stitute  of  Real  Estate  Management;  and  their 
duties  shall  be  such  as  usually  pertain  to  their 
respective  offices. 

“The  Vice  Presidents  .shall,  in  the  order  of 
their  nomination  for  the  then  current  tenure  of 
office,  perform  the  duties  of  the  President  in 
the  event  of  his  absence  or  disability.  They 
shall  supervise  the  work  of  the  Institute  in  their 
respective  regions  and  act  as  the  representative 
of  the  President  in  such  matters  as  may  be 
assigned  to  them. 

“In  case  of  a  vacancy  in  the  office  of  any  Vice 
President,  it  shall  be  filled  by  the  Governing 
Council  for  the  unexpired  term  from  the  region 
in  which  the  vacancy  occurs,  and  such  Vice 
President  shall  be  regarded  as  the  last  nominee 
under  the  provisions  of  the  second  paragraph 
of  this  section.” 

A  motion  was  made  by  Mr.  Holsman  and  sec¬ 
onded  by  Mr.  Keyes  that  the  amendment  be 
adopted.  The  motion  was  carried. 

•  Kenneth  S.  Keyes,  Chairman  of  the  Nominating 
Committee,  presented  the  following  nominations 
for  officers: 

Term  Expiring  December  31,  1939: 

J.  W.  Markeim,  Camden,  New  Jersey. 

J.  Hearin,  Tampa,  Florida. 

E.  R.  Price,  Minneapolis,  Minnesota. 

Delbert  S.  Wenzlick,  St.  Louis,  Missouri. 


Term  Expiring  December  31,  1938: 

Carlton  Schultz,  Cleveland,  Ohio. 

L.  V.  DuBois,  Cincinnati,  Ohio. 

Term  Expiring  December  31,  1937: 

J.  B.  Gillespie,  Nashville,  Tennessee. 

Robert  C.  Nordblom,  Boston,  Massachusetts. 

A  motion  was  made  by  Mr.  Caspers  and  duly 
seconded  that  the  nominations  be  closed.  The  mo¬ 
tion  was  carried. 

After  a  motion  from  the  floor,  which  was  duly 
seconded  and  carried.  President  Hacker  appointed 
the  following  Committee  to  prepare  and  present  a 
Resolution  as  a  memorial  to  Howard  E.  Haynie, 
to  be  presented  at  the  General  Session  on  Friday 
morning: 

Morton  G.  Thalhimer,  Richmond,  Virginia, 
Chairman. 

Paul  Caspers,  Chicago,  Illinois. 

Henry  T.  Holsman,  Chicago,  Illinois. 

Carlton  Schultz,  Cleveland,  Ohio,  addressed  the 
meeting  on  “Neighborhood  Analysis — Relation¬ 
ship  Between  Business  and  Residential  Frontage.” 
A  discussion  followed. 

James  C.  Downs,  Jr.,  Chicago,  Illinois,  addressed 
the  meeting  on  “Maintenance  and  Repairs.”  An 
open  forum  followed. 

The  meeting  adjourned  at  11:45  A.  M. 


SECOND  GENERAL  SESSION  OF 
THE  INSTITUTE 

The  Institute  of  Real  Estate  Management  con¬ 
vened  in  the  Gold  Room  of  the  Roosevelt  Hotel  in 
New  Orleans  at  9:00  o’clock  on  Friday  morning, 
November  20,  1936.  The  meeting  was  called  to 
order  by  President  Hacker. 

The  meeting  was  addressed  by  Henry  T.  Hols¬ 
man,  Chicago,  Illinois,  on  “The  Rent  Schedule,” 
after  which  there  was  a  period  of  discussion. 

Morton  G.  Thalhimer,  Richmond,  Virginia,  pre¬ 
sented  an  address  on  “Depreciation.”  An  open 
forum  followed. 

The  following  Resolution  in  memory  of  Howard 
E.  Haynie  was  presented  by  the  Chairman  of  the 
Committee,  Morton  G.  Thalhimer: 

“The  Institute  of  Real  Estate  Management 
has  learned  with  deep  and  sincere  regret  of  the 
passing  of  its  esteemed  friend  and  member, 
Howard  E.  Haynie. 

“The  Institute  wishes  to  record  in  its  perma¬ 
nent  records  its  deep  appreciation  of  the  fine, 
unselfish  service  of  Howard  E.  Haynie  in  help¬ 
ing  to  build  up  the  Institute  and  inspiring  and 
leading  its  principles,  as  well  as  the  encourage¬ 
ment  of  its  membership  for  the  attaining  of  its 
ideals. 

“Be  it  therefore  resolved: 

“That  the  Institute  here  record  a  page  in  its 
minute  book  to  the  memory  of  Howard  E. 
Haynie ; 

“That  it  express  to  its  membership  at  large 
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its  deep  love  and  affection  for  Mr.  Haynie  and 
its  very  sincere  regret  at  his  passing; 

“That  a  copy  of  these  resolutions  be  sent  to 
the  family  of  Howard  E.  Haynie  and  a  copy  to 
the  National  Association  of  Real  Estate  Boards. 
RESOLUTION  COMMITTEE. 
Morton  G,  Thalhimer,  Chairman. 
Paul  Caspers. 

Henry  T.  Holsman.” 

It  was  moved  and  seconded  that  the  resolution 
be  adopted,  and  the  motion  was  passed. 

A  motion  was  made  by  Mr.  DuBois,  duly  sec¬ 
onded,  and  carried  that  the  following  candidates, 
who  were  nominated  at  the  First  General  Session 
of  the  Institute,  be  elected. 

Term  Expiring  December  31,  1939: 

J.  W.  Markeim,  Camden,  New  Jersey. 

J.  Hearin,  Tampa,  Florida. 

E.  R.  Price,  Minneapolis,  Minneosta. 

Delbert  S.  Wenzlick,  St.  Louis,  Missouri. 

Term  Expiring  December  31,  1938: 

Carlton  Schultz,  Cleveland,  Ohio. 

L.  V.  DuBois,  Cincinnati,  Ohio. 


Term  Expiring  December  31,  1937: 

J.  B.  Gillespie,  Nashville,  Tennessee. 

Robert  C.  Nordblom,  Boston,  Massachusetts. 
The  meeting  was  adjourned. 


THIRD  GENERAL  SESSION  OF  THE 
INSTITUTE 

The  Institute  of  Real  Estate  Management  con¬ 
vened  in  the  Gold  Room  of  the  Roosevelt  Hotel  in 
New  Orleans  at  2:00  o'clock  on  Friday  afternoon, 
November  20,  1936,  with  President  Hacker  pre¬ 
siding. 

The  meeting  was  addressed  on  “Comparisons  of 
Management  Experience  Through  Properly  Clas¬ 
sified  Unit  Costs,”  by  Delbert  S.  Wenzlick,  of  St. . 
Louis,  Missouri,  after  which  there  was  a  discus¬ 
sion. 

“Building  Sales  Through  Management”  was 
presented  by  E.  Fred  Kemner,  of  Philadelphia, 
Pennsylvania.  A  discussion  followed. 

The  meeting  was  adjourned  at  4:45  P.  M. 


! 
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J.  B.  Gillespie,  Nashville,  Tennessee 
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Membership  Roster 

(As  of  February  I,  1937) 


Members  of  The  Institute  of  Real  Estate  Management: 

1.  Are  actively  and  reputably  engaged,  with  a  good  record,  in  the  business  of  real  estate  manage¬ 
ment. 

2.  Segregate  clients'  funds  in  a  separate  bank  account,  or  accounts,  so  that  they  are  never  co¬ 
mingled  with  funds  belonging  to  the  management  firm. 

3.  Take  no  commissions,  rebates,  discounts,  or  other  benefits,  in  connection  with  the  management 
of  property,  on  the  purchase  of  supplies,  equipment,  repairs,  or  other  services,  except  with  the 
knowledge  and  approval  of  the  owners  concerned.  Itemize  any  such  items  clearly  on  the  owner's 
monthly  statement. 

4.  Maintain  Fidelity  Bonds  on  all  officers  and  all  employees  handling  or  accounting  for  clients'  funds. 

5.  Make  no  charges  to  clients'  accounts  until  bills  have  actually  been  paid. 

6.  Are  members  of  Member  Boards,  or  Individual  Members,  of  the  National  Association  of  Real 
Estate  boards. 


CONNECTICUT 

Bristol 

Tracy,  Driscoll  &  Co.,  Inc.,  Hilary  S.  Driscoll - 

. 126  Main  St. 

Hartford 

Aubrey  Msuldock,  Aubrey  Maddock. 


.50  State  St. 


DISTRICT  OF  COLUMBIA 

Washington 

Shannon  &  Liuchs  Co.,  Frank  J.  Duchs . 

. 1505  H.  St.,  N.  W. 

Miami  FLORIDA 

The  Keyes  Company,  Kenneth  S.  Keyes . 

. 13  W.  Flagler  St. 

Tampa 

Jay  Hearin,  Inc.,  J.  Li.  Hearin . 

. Citrus  Exchange  Bldg. 

West  Palm  Beach 

Wagg,  Inc.,  Alfred  H.  Wagg . 215  S.  Olive  Ave. 

Atlanta  GEORGIA 

Draper-Owens  Company,  Frank  C.  Owens . 

. 521  Grant  Bldg. 

Chicago  ILLINOIS 

Arthur  Bohnen,  Inc.,  Arthur  Bohnen . 

. 35  East  Wacker  Drive 

Harold  H.  Egan  &  Co.,  Harry  J.  Beeman . 

. 29  S.  La  Salle  St. 

Dayton  Keith  &  Co.,  James  C.  Downs,  Jr . 

. Ill  W.  Monroe  St. 

Parker-Holsman  Company,  Henry  T.  Holsman . .  . 

. 1500  E.  57th  St. 

Swan,  Lorish  &  Caspers,  Inc.,  Paul  Caspers . 

. 1501  E.  53rd  St. 

Wlrtz,  Haynle  &  Ehrat,  Inc.,  H.  L.  Hendrickson . . 
. 3160  Sheridan  Rd. 

Indianapolis  INDIANA 

Hali-Hottel  Co.,  Inc.,  M.  L.  Hali. 


129  E.  Market  St. 


IOWA 


Des  Moines 

Chamberlain,  Kirk  &  Co.,  Inc.,  Arthur  S.  Kirk.. 

. 900  Grand  Ave. 

Merle  O.  Milligan  Co.,  Inc.,  Merle  O.  Milligan - 

. 310  Fourth  St. 

Ottumwa 

Frank  A.  Hilliard,  Frank  A.  Hilliard . 

. 110  S.  Market  St. 


KANSAS 

Topeka 

The  Neiswanger  Investment  Co.,  David  Neiswanger 

. 115  West  Sixth  Ave. 

Wichita 

The  Wheeler,  Kelly,  Hagmy  Trust  Co.,  H.  M. 
Sparling . 120  S.  Market  St 

Louisville  KENTUCKY 

Goodman  &  Hambleton,  Inc.,  Harry  W.  Goodman 
. 601  Louisvilie  Trust  Bidg. 

Baltimore  MARYLAND 

George  M.  Hampson,  George  M.  Hampson . 

. 10  East  Fayette  St 

Boston  MASSACHUSETTS 

Robert  A.  Nordblom  Management  Co.,  Robert  C. 
Nordblom . 18  Oliver  St. 

Detroit  MICHIGAN 

John  A.  Dodds,  John  A.  Dodds.  .808  Park  Ave.  Bldg. 
Hannan  Real  Estate  Excliange,  Inc.,  Guy  S.  Greene 

. 144  Lafayette  Blvd. 

Holden  &  Reaume;  Inc.,  Leonard  P.  Reaume . 

. 2150  Buhl  Bldg. 

Flint 

Kellar,  Murphy  &  Van  Campen,  Geo.  C.  Kellar. . 
. 304  Sherman  Bldg. 

Landing 

Advance  Realty  Co.,  C.  R.  Stebbins . 

. 804  Prudden  Bldg. 

Edward  G.  Hacker  Co.,  Edward  G.  Hacker . 

. 219  West  Washtenaw  St. 

Duluth  MINNESOTA  . 

The  Harrison  Co.,  Wm.  Harrison,  Jr . 

. 409  Lonsdale  Bldg. 

Hihhing  ' 

The  C.  A.  Nickoloff  Agency,  Inc.,  C.  A.  Nickoloff 
. 2015  Third  Ave. 

Minneapolis 

General  Management  Company,  E.  R.  Price . 

. 131  South  Seventh  St. 

Thorpe  Bros.,  James  R.  Thorpe.. 519  Marquette  Ave. 

Kansas  Citv  MISSOURI 

W.  V.  Richmond . 114  W.  10th  St 
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St.  Louis 

Franciscus-Maginn,  Inc.,  Louis  Maginn . 

. 705  Chestnut  St. 

Real  Estate  Management  Co.,  E.  S.  Miller . 

. 317  N.  11th  St. 

Wenzlick  Sales  &  Management  Org.,  Inc.,  Delbert 
S.  Wenzlick . 1010  Chestnut  St. 


NEW  JERSEY 


Asbury  Park 

T.  Prank  Appleby  Agency,  Inc.,  T.  F.  Appleby... 
. Main  St.  &  Mattison  Ave. 


Atlantic  City 

Charles  E.  Fell  &  Co.,  Inc.,  Charles  E.  Fell . 

. Schwehm  Bldg. 

Isidor  Schmeidler,  Isidor  Schmeidler . 

. 1421  Atlantic  Ave. 

Stanley  Atlantic  Realty  Co.,  Edward  D.  Gottlieb 

. 1516  Atlantic  Ave. 


Camden 

Wm.  M.  Flinn  Realty  Co.,  Inc.,  Wm.  M.  Flinn... 

. N.  W.  Cor.  6th  &  Cooper  Sts. 

Markelm-Chalmers-Ludington,  Inc.,  Harry  Goetz 

. 4th  &  Federal  Sts. 

Chas.  R.  Myers  &  Co.,  Inc.,  Chas.  R.  Myers . 

. 12  N.  7th  St. 

Nutter  Mortgage  Service,  C.  Armel  Nutter . 

. 101  N.  7th  St. 

Leon  E.  Todd,  Inc.,  Leon  E.  Todd . 

. 2623  Westneld  Ave. 


East  Orange 

Henry  M.  Lesher,  Henry  M.  Lesher . 

. 142  Eaton  PI.  at  Grove  St.  Sta. 

Frank  H.  Taylor  &  Son,  Inc.,  Harry  A.  Taylor. . 
. 520  Main  St. 

Elizabeth 

Brown  Realty  Corp.,  Frank  J.  Brown . 

. 160  Elmora  Ave. 

R.  J.  Kirkland  &  Son,  R.  Mason  Kirkland . 

. 125  Broad  St. 

B.  B.  Miller  &  Company,  B.  B.  Miller.  .215  Broad  St. 

James  Rosensohn,  Inc.,  James  Rosensohn . 

. Hersh  Tower 

Max  Tleger  &  Co.,  Max  Tieger . 207  Broad  St. 

Hackensack 

Rusch  &  Boyd,  Inc.,  Jos.  L  Rusch . 325  Main  St. 

Ho*Ho-Ku8 

Harold  W.  Cheel,  Harold  W.  Cheel . 

. 254  Sheridan  Ave. 


Jersey  City 

Seely  Cade,  Seely  Cade . 26  Journal  Square 

D.  E.  C.  Somers,  D.  E.  C.  Somers. .  .700  Bergen  Ave. 


Union 

New  Suburb  Development  Co.,  Inc.,  L.  S.  Zehn- 
bauer . 908  Stuyvesant  Ave. 

Ventnor  City 

Byron  Jenkins,  Byron  Jenkins. . .  .3209  Atlantic  Ave. 
Westfield 

Elliott  &  Friedrichs,  Inc.,  H.  Clay  Friedrichs. . . . 
. 108  Elm  St. 


NEW  YORK 

New  York 

Herman  A.  Acker  Corp.,  Herman  A.  Acker . 

. 318  E.  Kingsbridge  Road,  Bronx 

OHIO 

Cincinnati 

Robt.  A.  Cline,  Inc.,  Robert  A.  Cline . 

. The  Enquirer  Bldg. 

Theodore  Mayer  &  Bro.,  Carl  A.  Mayer . 

. 1515  1st  Natl.  Bank  Bldg. 

The  Fredk.  A.  Schmidt  Co.,  L.  V.  DuBois . 

. S.  W.  Cor.  5th  &  Main  Sts. 

The  Title  Guarantee  &  Trust  Co.,  Lewis  A.  White 
. 7th  &  Walnut  Sts. 


Cleveland 

Land  Title  Guarantee  &  Trust  Co.,  Louis  A.  Moses 

.  Plain  Dealer  Bldg. 

Carlton  Schultz,  Inc.,  Carlton  Schultz . 

. 1223  Schofield  Bldg. 


OKLAHOMA 


Tulsa 

Edward  Watters  Co.,  Edward  Watters . 

. 217  Atco  Bldg. 


PENNSYLVANIA 

Philadelphia 

Cambridge  Realty  Co.,  Stewart  M.  Walker . 

. 738  Fidelity-Phila.  Trust  Bldg. 

Jos.  J.  &  Reynold  C.  Greenberg,  Inc.,  Reynold  H. 

Greenberg . 17th  &  Sansom  Sts. 

Albert  M.  Greenfield  &  Co.,  Robert  M.  Wilson... 

. Walnut  &  Juniper  Sts. 

Heymann  &  Bro.,  P.  A.  Maher . 213  S.  Broad  St. 

Jackson-Cross  Company,  Boyd  T.  Barnard . 

. Lincoln-Liberty  Bldg. 

C.  Harry  Johnson,  C.  Harry  Johnson . 

. Packard  Bldg. 

William  I.  Mirkil  Co.,  William  I.  Mirkil . 

. 1500  Walnut  St. 

Priestman-Helmetag  Co..  Glyndon  Priestman. _ 

. 18  West  Chelten  Ave.,  Germantown 

Richard  J.  Seltzer,  Richard  J.  Seltzer . 

. 15th  &  Locust  Sts. 


Merrhantville 

Harry  A.  Willson,  Harry  A.  Willson . 

. Cove  Rd.  &  Wayne  Ave. 


Newark 

Abeles,  Stevens,  Inc.,  Leslie  Stevens.  .  .605  Broad  St. 

David  Cronheim,  David  Cronheim . 

. 39  Branford  Place 

Harry  J.  Stevens,  Harry  J.  Stevens.  .478  Central  Ave. 

North  Bergen 

James  Nolan,  Inc.,  James  Nolan . 

. 940  Bergen  Turnpike 


Paterson 

Samuel  P.  Vought,  Samuel  P.  Vought. .  .  .7  Smith  St. 
Plainfield 

William  G.  McDowell,  William  G.  McDowell.... 

. 152  North  Ave. 

J.  G.  Mulford,  J.  G.  Mulford . 214  Park  Ave. 

Roselle 

Frederick  J.  Sarg,  Frederick  J.  Sarg . 

. 405  E.  2nd  Ave. 


Teaneck 

Alexander  Summer,  Inc.,  Alexander  Summer . 

. 241  Cedar  Lane 

H.  J.  Tulp,  Inc.,  H.  J.  Tulp . 399  Cedar  Lane 


Williamsport 

Fred  B.  Wetzel,  Inc.,  Fred  B.  Wetzel... 25  W.  3rd  St. 


TENNESSEE 


Memphis 

Percy  Galbreath  &  Son,  Percy  Galbreath . 

. Columbian  Mutual  Tower 


Nashville 

George  R.  Gillespie  Co.,  Inc.,  J.  B.  Gillespie.... 
. Hitchcock  Bldg. 


TEXAS 


.Amarillo 

Askew  &  Brown.  W.  A.  Askew  and  J.  Hal  Brown 
. 605%  Taylor  St. 


Wichita  Falls 

A.  C.  Realty  Company,  A.  C.  Estes _ 812  Eighth  St. 


VIRGINIA 


Richmond 

Morton  G.  Thalhimer,  Inc.,  Morton  G.  Thalhimer 
. 1013  E.  Main  St. 


WEST  VIRGINIA 

Bluefield 

Easley-Wilson  Co . 
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